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The President on Inflation 


HE message which President Roose- 

velt sent to the Congress on Sep- 

tember 7 presented in a forthright 
fashion the dangers menacing the coun- 
try from the threat of disastrous infla- 
tion, and a clear recognition of the 
steps that must be taken to ward off this 
danger. 


As the message is one of great present 
significance, and is also likely to become 
historic, some of its salient features are 
set forth below: 


“Our entire effort to hold the cost of liv- 
ing at its present level is being sapped and 
undermined by further increases in farm 
prices and in wages, and by an ever-con- 
tinuing pressure on prices resulting from 
the rising purchasing power of our people. 

“Annual wage and salary disbursements 
have increased from $43,700,0000,000 in 1939 
to an estimated $75,000,000,000 in 1942. 
This represents an increase of 71 per cent. 
To obtain a full appreciation of what that 
increase means, we should remember that 
$75,000,000,000 is more than our total na- 
tional income was during any single year 
in the Nineteen Thirties. Due to con- 
stantly increasing employment, overtime, 
and wage rate increases, the annual wage 
and salary bill for the entire country has 
been rising by more than $1,000,000,000 a 
month. 

“It is impossible for the cost of living to 
be stabilized while farm prices continue 
to rise. You cannot expect the laborer to 
maintain a fixed wage level if everything 
he wears and eats begins te go up drasti- 
cally in price. On the other hand, it is 
impossible to keep any prices stable—farm 


prices or other prices—if wage rates, one 
of the most important elements in the cost 
of production, continue to increase. 


* * * 


“A recent study by the Bureau of Labor 
Statistics has shown very strikingly how 
much the incomes of the average of fami- 
lies have gone up during the first quarter 
of 1942. If we assume that the income 
for the first quarter of 1942 is a fair basis 
for estimating what the family income will 
be for the entire year, the results of the 
study show that whereas less than one- 
fourth of all families in the United States 
received as much as $2,500 in 1941, more 
than one-third will have $2,500 or more in 
1942. This shows how much the purchasing 
power of the average American family has 
gone up as a result of war production and 
how essential it is to control that purchas- 
ing power by taxation and by investment 
in War Bonds. 

“Prices received by farmers have risen 
85 per cent since the outbreak of the war 
in September, 1939, and these prices are 
continuing to rise. Cash farm income, in- 
cluding Government payments, has _in- 
creased from $8,700,000,000 in 1939 to 
substantially more than $15,000,000,000 in 
1942. This is an increase of about 75 per 
cent. 

“The movement of uncontrolled food 
prices since May 18, 1942, the date when 
price regulation became effective, has been 
so drastic as to constitute an immediate 
threat to the whole price structure, to the 
entire cost of living, and to any attempt 
to stabilize wages. 

“Within two months after the date that 
price regulation became effective, the prices 
of controlled foods actually fell 6.7 of 1 per 
cent. But uncontrolled foods advanced 7.3 
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per cent during the same period, and are 
still going up. 
* + 

“What is needed, therefore, is an over- 
all stabilization of prices, salaries, wages 
and profits. That is necessary to the con- 
tinued production of planes and tanks and 
ships and guns at the present constantly 
increasingly rate. 

“We cannot hold the actual cost of food 
and clothing down to approximately the 
present level beyond October 1. But no 
one can give any assurances that the cost 
of living can be held down after that date. 

“Therefore, I ask the Congress to pass 
legislation under which the President would 
be specifically authorized to stabilize the 
cost of living, including the price of all 
farm commodities. The purpose should be 
to hold farm prices at parity, or at levels 
of a recent date, whichever is higher. 

“I ask the Congress to take this action 
by the first of October. Inaction on your 
part by that date will leave me with an 
inescapable responsibility to the people of 
this country to see to it that the war effort 
is no longer imperiled by threat of eco- 
nomic chaos. 

“In the event that the Congress should 
fail to act, and act adequately, I shall ac- 
cept the responsibility, and I will act. 

“At the same time that farm prices are 
stabilized, wages can and will be stabilized 
also. This I will do. 

“The President has the powers,” 


The President calls attention to the 
seven-point program contained in his 
message of April 27, stating that two 
of these points called for legislation by 
Congress, which has not been done. 

hese two points are: 


“1. To keep the cost of living from spi- 
raling upward, we must tax heavily, and 
in that process keep personal and corporate 
profits at a reasonable rate, the word ‘rea- 
sonable’ being defined at a low level. 


“4. To keep the cost of living from spi- 
raling upward, we must stabilize the prices 
received by growers for the products of 
their lands.” 


As has been frequently pointed out 
in these pages, taxation is a remedy 
chiefly applicable after the enhanced 
purchasing power has taken effect, al- 
though this remedy is of benefit in help- 
ing to curb a further rise of prices. 

“You cannot,” says the President. 
“expect the laborer to maintain a fixed 
wage level if everything he wears and 
eats begins to go up drastically in price. 


On the other hand, it is impossible to 
keep any prices stable—farm prices or 
other prices—if wage rates, one of the 
most important elements in the cost of 
production, continue to increase.” 

Implicit in this statement is the truth 
that to expect to cure inflation by rais- 
ing wages is very much like attempting 
to put out a fire by pouring kerosene on 
it. Such a remedy, as the President 
recognizes, but contributes to expand- 
ing the vicious spiral. 

The reflection that readily springs to 
mind in studying the President’s sound 
and wise admonitions to Congress is 
why action has been so long delayed, 
why prices and wages were permitted to 
rise as they have done without action 
being taken to halt this process. As 
was well said by Professor O. M. W. 
Sprague in an article furnished by the 
North American Newspaper Alliance, 
and published in the New York Times 
of September 13: 


“Finally, the President has told us that 
the incomes of both farmers and wage 
earners must be stabilized at the same time 
if they are to be stabilized at all. This is 
a sound, common sense point of view. 

“I would go a little farther and say that 
the incomes of both farmers and wage earn- 
ers, as well as other groups, must generally 
be stabilized at a lower level than in the 
recent past, if we are successfully to pro- 
duce what is required in this war.” 


No useful purpose is to be served 
now by attempting to fix the responsi- 
bility for this delay. The thing to be 
borne in mind is that, seeing what has 
already happened, further delay in car- 
rying out the President’s recommenda- 
tions would not only be inexcusable but 
highly dangerous. 


® 


OUR PRICE POLICY 


AY not the experience we are now 
gaining serve to call for a fresh 
examination of our entire price 

policy once peace is declared? 

Any extended discussion of this pol- 
icy now would be inopportune, for we 
are not at present so much concerned 
with principles and philosophies as we 
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Emergencies 
Accentuate the 
Personal 
Relationship 


Because the annual convention of the Ameri- 
can Bankers’ Association will not be held 
this year we regret that we will not have the 
opportunity to see as many of our friends 
as in the past. 

It has been our experience that the close 
contacts established at these gatherings 
have made it possible for us to render a 


more understanding service to our bank 


customers, especially when anything out of 
the ordinary develops. 


We sincerely hope that when you have 
occasion to be in Philadelphia you will stop 
and see us, so that we may strengthen the 
personal friendships which have proven so 


helpful in the past. 
EVAN RANDOLPH, 


President 


ce Sees 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Resources Over $650,000,000 


Member of Federal Deposit Insurance Corporation 
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are in devising a workable scheme to 
prevent further inflation. 

When peace comes, we may then do 
well to consider the far-reaching effects 
of our price policy in recent years, par- 
ticularly as it relates to “parity” and 
to the price level in general. But this 
problem is for the future. We must 
now, and with the greatest speed con- 
sistent with wisdom, carry forward not 
only into legislation but into our prac- 
tical affairs the principles stated by the 
President of the United States. 


© 


“LL DO WHAT I CAN” 


“T can’t talk, but I'll do what I can.” 
—Henry Ford 


ALLED on recently to make a 
speech, Mr. Ford responded as 
above. Not only may what little 

he said be taken as a model for many 
public speakers, but it affords a rally- 
ing cry for all of us in this time of na- 
tional peril. For if we all do what we 
can, the war effort will not lag. True, 
few of us are in a position to do as 
much as Mr. Ford, but if we do our best, 
all that we can, our efforts will be no 
less worthy. 

Had Mr. Ford, instead of contenting 
himself with the wise statement men- 
tioned, made a lengthy talk, it would 
no doubt have been inspiring and in- 
structive, for Mr. Ford, when he talks 
of production, knows whereof he 
speaks. Yet, had he made a lengthy 
address, he could really have added 
nothing to this sententious sentence. It 
stands clear-cut as a lofty mountain 
peak—an incentive to every one of us 
to do our best, what we can. In it 
there is no hint of criticism of the Ad- 
ministration or of Congress, or of any- 
body. It is an incentive to purposeful 
action, and to that alone. 

As a specimen of eloquence of the 
most exalted kind, it deserves to be 
carefully studied. More than that, it 
should be taken to heart by every Amer- 
ican worthy of the name. 

A slogan for you and me, for us all, 
“T’ll do what I can.” 


EXTENDED USES OF TAXATION 
HATEVER degree of taxation and 


whatever kinds that may be essen- 

tial to making our war efforts ef- 
fective will be patiently borne by the 
American people and with a reasonable 
amount of cheerfulness. It is not 
this wholly necessary kind of taxation 
that is now under consideration. We 
have. in a time of peace, extended tax- 
ation far beyond this entirely defensi- 
ble limit. Is there an existent evil, 
stamp it out by taxation. Are there in- 
equalities, redress them by a tax. Do 
some countries produce goods at too 
low a price, thus competing with our 
higher-priced products, put a tax on 
the foreign goods. 

Do some people by industry, skill, 
exceptional ability, make large incomes, 
tax them. If anybody has an income 
of more than $25,000 a year, hold it 
down to that amount by taxation. 


Now, these and some other uses of 
taxation may be open to defense, but 
at least they represent an extension of 
what was once considered the real ob- 
ject of taxation, namely, to procure the 
revenue needed for government eco- 
nomically administered. 


In a time of war we should adopt 
whatever tax measures as will best con- 
tribute to winning the war. but in a 
time of peace we may well turn atten- 
tion to some other phases of taxation 
less praiseworthy. 


© 


UNEMPLOYMENT is no longer one of 
our great national problems. It has 
been among the most serious of them 
during the past 12 years, and for much 
of that period it seemed almost to defy 
solution. There are still areas where 
there are considerable numbers of un- 
employed, as for example in New York 
City, but for the nation as a whole the 
problem has become a minor one, and 
has been replaced by the problems of 
shortages of workers—Cleveland Trust 
Company Business Bulletin. 
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TREASURE HUNT IN LATIN 
AMERICA 


Tapping the Reservoir of Raw Materials 
for the Arsenal of Democracy 


By FReperRIcK M. STERN 


HE greatest Treasure Hunt in mod- 
ern history is quietly under way 
throughout the Western Hemi- 
sphere. This is not a rush for gold or 
diamonds by adventurous soldiers of 
fortune, or the laborious trudging of 
individual prospectors following their 
hunches. The stake is much bigger 
than that. The objects of the search 
are a wide variety of war-essential com- 
modities and minerals in which we find 
ourselves deficient. It is a scientific 
enterprise conducted by highly trained 
technicians with mobile 
and mechanical equipment. 
The undertaking is sponsored by the 
Government of the United States in co- 
operation with the twenty republics of 
Latin America. While some of the 
work is going on right here in our own 
country, most of the Treasure Hunt is 
concentrated in Central and South 
America. Scientists and engineers, sup- 
plied with the latest tools and trained 
in the newest techniques, are tramping 
through roadless jungles and trackless 
deserts, across tropical forests, up and 
down mountains and along rivers 
where few white men may have trod 
before them. They are the pioneers 
and builders of American Hemisphere 
Self-sufficiency, through which we hope 
to establish the economic independence 
of this continent for all time to come. 
These missions are the outgrowth of 
work done by the Office of Codrdinator 
of Inter-American Affairs of the Board 
of Economic Warfare in Washington, 
work which had been started long be- 


fore Pearl Harbor. A program is tak- 


laboratories 


ing shape which will be of such scope 
that its execution may change the en- 
tire economic future of Latin America 
and lead to a period of expansion and 
development similar to the epic growth 
of North America during the nineteenth 
century. 

The reader may well ask, “Why have 
we not been getting most of our tropi- 
cal commodities all along from the 
southern continent instead of buying 
them from other far-away regions? Was 
it really only a whim of fashion and 
self-flattery that we prided ourselves for 
making the products of the entire world 
subservient to our needs, tin from Ma- 
laya, rubber from the East Indies, wool 
from Australia, spices from India, 
Tung oil from China, silk from Japan, 
and manila hemp from the Philip- 
pines?” 

The answer is simple. Latin Amer- 
ica could have supplied most of these 


Scientists and engineers, sup- 
plied with the latest tools and 
trained in the latest techniques, 
are tramping through roadless 
jungles of South America as 
pioneers and builders of Ameri- 
can Hemisphere Self-sufficiency 
through which we hope to es- 
tablish the economic independ- 
ence of this continent for all 
time to come, says the author of 
this article 

Mr. Stern is a member of the 
New York Stock Exchange. 
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TABLE 


II 


RUBBER PRopUCTION IN Lonc Tons OF 2.240 PouNDs 


Far East 
1,351,570 
853.400 
804.700 
481.955 
304.816 
107.867 


goods if it had not been lacking in 
three respects: insufficiency of capital, 
labor and transportation. Thus handi- 


capped, our southern neighbors could 
not compete commercially with their 
more skillful rivals who had abundant 
supplies of workers and great wealth 
of capital for developing large-scale, 
low-cost scientific plantations. 

Typical of this situation is rubber. 


Brazil was once the source of all the 
world’s natural rubber, and in the 
Amazon Basin stand perhaps half a 
billion wild rubber trees. While the 
use of rubber grew like an avalanche 
in the last forty years, Brazil’s pro- 
duction reached its peak in 1912 and 
declined thereafter. The Dutch colo- 
nies, on the other hand, multiplied 
their output manyfold in that period 
‘and were able to undersell Brazil by 
‘supplying the world market with plan- 
|tation rubber at steadily reduced prices. 
'In the end, we obtained more than 98 
per cent of our rubber imports from 


the Far East. 
South American Rubber 


For some years, private American 
capital, led by Ford and Firestone, has 
experimented with scientific rubber 
plantations in the Amazon Valley. 
More recently, there have been estab- 
‘lished a number of experimental sta- 
tions in twelve Latin-American coun- 


286 THE 


Average Price 
Per Pound in 
New York 

$0.20 

0.12 

0.10 

0.73 

0.36 

0.66 

2.07 

1.26 

1.00 


Brazil 

17.601 

12,200 
14,337 
27,386 
30.790 
37.220 
40.800 
35.000 
26,750 


tries by the U. S. Department of Agri- 
culture. Furthermore, to offer a real 
incentive to native laborers, the U., S. 
Rubber Reserve Company has con- 
tracted to take all excess Brazilian out- 
pul at about three times the pre-war 
price, plus a premium for all purchases 
exceeding stipulated minima. Already 
many thousands of colonists have been 
moved by the Brazilian Government 
into this region, the government pro- 
viding free transportation and giving 
free land to families willing to work 
wild rubber trees, insuring them a fair 
price for their output of crude, and 
providing better housing, sanitation and 
schools to improve living conditions. 
The Rockefeller Foundation has agreed 
to furnish a specialized corps of doc- 
tors to combat malaria, jungle fever, 
and other diseases of the swamp lands. 

Nineteen other tropical commodities 
are listed in the accompanying table, 
which contrasts the value of our im- 
ports of each item from all countries 
with those from Latin America in the 
three pre-war years 1937-39. Less than 
6 per cent of the aggregate was obtained 
from the Western Hemisphere, and the 
bulk of our average annual purchases of 
$428 million came from regions as fat 
as 14,000 miles away. 

Ironically, a number of the other es- 
sential products which we have so heav- 
ily imported from the Dutch islands 
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TABLE I 


UnITED STATES IMPORTS OF TWENTY TROPICAL Propucts From ALL CounrRies, 
AND From LATIN AMERICA* 


Three Years’ Average 
1937-1939 


Tora Imports 


Imports FroM Latin AMERICA 


Product Unit 
Rubber (crude)..... Long Ton 
Cinchona Bark Pound 
Hemp, unmanufact’d. Long Ton 
Sisal & Henequen...Long Ton 
Manila or 

Abaca Fiber Long Ton 
Kapok .....-.cceee. Long Ton 
Rotenone-Bearing 

Roots, incl. Bar- 

basco & Cubé 

Roots 
Tapioca 
Cocoa & 
Cocoa 
Coconuts 
Coconut Oil 
Cashew Nuts 
Olive Oil 
Tung Oil 
Perilla Oil 
Peanut Oil 
Palm Oil 
Palm Nuts 

Kernels 
Silk (raw) 


Quantity 
504,062 
1,738,431 
679 
119,404 


39,006 
9,114 


Pound 
Pound 


3,540,323 
348,831,687 


578,642,107 
37,632,635 
346,037 359 
27,461,025 
92,173,000 
120,352,703 
42,235,333 
25,770,000 
323,680,085 


Beans...... Pound 
Number 
Pound 
Pound 
Pound 
Pound 
Pound 
Pound 
Pound 
& 

Pound 

Pound 

Pound 


40,293,840 
54,861,829 
91,326,634 


$428,688,112 


$185,651,709 


33,360,841 


% of % of. 
Total Total 
7,889 1.6 13 
23,855 14 0.4 
46 638 5.2 


O.2 
50,344 42.1 39.7 


Value Quantity Value 
$2,331,262 
2,605 
10,507 
4,415,600 


T35 A411 
200,635 
11,108,886 


5,037,962 
2,474,174 


103 
415 


0.3 
4.5 


0.0k 
4.3 


5,062 
105.966 


415,717 
5,829,958 


2,303,481 
12,202,882 


65.1 
3.5 


265,305 
279,028 


278,725,830 46.2 15,355,241 
572,204 13,000,944 34.5 218,231 
13,225,217 . ee 5 
3,889,043 39,433 0.14 1,975 
11,300,000 
14,582,537 
1,999,000 
1,162,000 
10,413,904 


1,336 94 


1,056,834 7,376,360 306,206 


105,415,873 
20,256,207 


333 ie 78 


$23,300,165 


*Compiled from official records of Office of Foreign Agricultural Relations. 


and Malay peninsula are also natives 
of the American tropics. They had 
been transplanted to the Far East dur- 
ing the last hundred years, frequently 
by seedlings smuggled out of this hemi- 
sphere. Rubber, cinchona (the source 
of quinine), cacao and kapok are in- 
digenous to the Western Hemisphere, 
and just look at the small percentages 
we have been getting from the coun- 
tries of their origin! 

Having lost the output of the Far 
Eastern regions, we are now obliged 
to look for all our tin, sugar, rubber, 
etc., on this continent. Thus the prob- 
lems of our Treasure Hunt resolve 
themselves in the following questions: 
“What do we need most? Where and 
how can we get it, or what can we get 


THE BANKERS MAGAZINE for October, 


to use instead? And how are we going 
to transport it home?” 


What We Need Most 


Strategic war materials which can 
be obtained south of the Rio Grande in- 
clude rubber, hemp, sisal, quinine, 
tungsten, antimony, copper, lead, zinc, 
tin, castor beans, coconuts and many 
others. Many of these products find 
only limited use in their home coun- 
tries, and their exploitation for export 
to the United States can be rapidly mul- 
tiplied in many instances where only 
the incentive of a good price may have 
been needed to stimulate production. 
Most of the huge resources of the 
southern continent have hardly been 
scratched as yet. 


1942 





‘*While most Treasure Hunts 
of historical importance have 
been accompanied or followed 
by violence and disappointment, 
our present endeavor promises 
to become the foundation for 
unparalleled economic unity and 
good will between North and 
South America. Relations 
among the twenty-one republics 
have never been better, and we 
never had so many friends south 
of the Rio Grande.’’ 


Already we are getting one-third of 
our copper from Chile and Peru, two- 
thirds of our bauxite (the raw material 
of aluminum) from Dutch Guiana and 
Brazil, one-fifth of our tungsten and 
manganese (starches for steel), one- 
fourth of our lead and zinc, one-third 
of our antimony from Central and 
South America. Venezuela, through re- 
fineries in Aruba and Curacao, supplies 


the greater part of the fuel oils for 
England and the British Navy and Air 
Force, and perhaps for some of our 
own fighting ships in the Atlantic and 
Pacific oceans. 


American ingenuity is revolutioniz- 
ing many usages to create substitutes 
for those goods which are no longer 
obtainable. Thus the oils from Bra- 
zilian wild-growing nuts are replacing 
the Far East’s Tung and Perilla oils 
in high-quality paints and varnishes. 
More than that. they even serve as fuel 
where gasoline is unavailable. Hun- 
dreds of new applications are being 
studied for a variety of plants and 
minerals, and already more than one 
hundred non-competitive agricultural 
products have been found which can be 
developed in Latin America. 

This program is under the auspices 
of Vice-President Wallace, chief of the 
Board of Economic Warfare. who is 
particularly well equipped for this 
phase of our Treasure Hunt through 
his earlier experience as Secretary of 
Agriculture. 


In addition to the many tropical 
products whose output can be much 
expanded, a number of new ones can 
be cultivated which are hardly grown 
as yet in Latin America. Most impor- 
tant in this respect is silk, which has 
been practically a monopoly of Japan. 
The mulberry tree thrives in Ecuador 
and Brazil, but no commercial produc- 
tion has ever been attempted. Excel- 
lent growing conditions have also been 
found for tea. which we have been 
getting from the Far East to the ex- 
tent of 95 per cent of our imports. 
There also exists a so-called Paraguay 
tea, better known as Yerba mate. It is 
consumed almost exclusively within the 
southern continent, and attempts for 
building up ar export trade outside of 
that area have failed, due to the gen- 
eral preference for coffee and Far East- 
ern tea by the importing nations. 

In developing the resources of Latin 
America, great efforts are being ex- 
pended on improving and diversifying 
existing products and crops. The ar- 
rival, in recent years, of many highly 
skilled European refugees has been of 
great assistance in starting new indus- 
tries and manufactures through their 
knowledge and investments. 

Much new private American capital 
is also going south, and American spe- 
cialists of many kinds have been called 
for consultation and advice. One of 
our foremost experts on sheep raising, 
for example. has gone to Peru and 
Chile to help improve the quality of 
wool. The Federal Experimental Sta- 
tion at Mayaguez in Puerto Rico is 
studying production problems for many 
tropical commodities, such as cinchona, 
cubé, oils, fibers, nuts, drug plants, 
spices, etc. 


Making Latin America Self-Sufficient 


While on one side we are furnishing 
our good neighbors with seeds, techni- 
cal assistance and credit, we are urging 
them. on the other hand, to diversify 
their crops so that they may become 
more self-sufficient and less dependent 
on products which must be sold in com- 
petitive markets. A number of non- 
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profit organizations have recently been 
formed, composed of equal numbers of 
American and local directors, such as 
the Haitian-American Agricultural De- 
velopment Corporation, the Ecuadorian 
and Bolivian Development corporations, 
etc. 

If we let our imagination roam into 
the future. we may perceive the nucleus 
of what may eventually become the 
sample for international crop control 
in the U. S.-Peruvian agreement to re- 
duce cotton production in favor of 
commodities in which the hemisphere 
is deficient. 

Other steps to strengthen the econ- 
omy of our neighbors were the lifting 
of trade barriers and tariffs, and credits 
by the Export-Import Bank of Washing- 
ton, and the purchase of surpluses 
which were embarrassing the finances 
of several countries. We are thus as- 
sisting in the industrialization of Latin 
America. Several large deals of this 
kind have recently been announced, 
such as the formation of the Compania 
de Vale de Rio Doce, with $10 million 
capital and joint U. S.-Brazilian man- 
agement to develop the Itabira mincs 
in the State of Minas Geraes. Brazil. 
which holds the largest known iron ore 
reserves in the world. These virtually 
unexplored deposits are 300 miles in- 
land, and connected by a railroad with 
the port of Victoria. Plans are under 
discussion for selling the common 
shares in New York and Rio de Janeiro. 
The preferred stock will be held by the 
Brazilian Government, financed by a 
$14 million loan from Washington. 
Another American group recently an- 
nounced acquisition of the second 
largest steel works in Mexico. For 
more than a year the Bethlehem Steel 
Company has been preparing the ex- 
ploitation of rich iron deposits in Vene- 
zuela through one of its subsidiaries. 

Although much of this work is still 
in the blue print stages, we have al- 
ready doubled our imports from Latin 
America in the first two war years, and 
increased our exports to them by more 
than 50 per cent 


The Shipping Problem 


One of the greatest difficulties en- 
countered in bringing our Treasure 
Hunt to a successful conclusion has 
been the question of transportation. 
Shipments from Latin America can only 
come by sea or air. Tonnage has been 
seriously reduced through diversion 
of freighters to direct war purposes, 
and the available boats are much 
delayed through convoys and other pro- 
tective measures to counter the lurking 
submarine menace. Local transporta- 
tion in many places is still unbelievably 
primitive and circuitous. One of the 
most urgent tasks has been found to 
be the improvement of communications. 
American specialists and machinery are 
busy laying out roads and air fields, in- 
stalling radio networks, and making 
geodetic surveys. Harbors, highways 
and railroads are under construction to 
facilitate the movement of goods from 
previously inaccessible interiors to 
coustal shipping centers. No through 
connections exist by land. The Pan 


American Highway will probably not 
be finished for another five years. Com- 


mercial airlines, on the other hand, 
have neither the equipment nor the ca- 
pacity as yet for supplanting ocean 
freighters for shipments in bulk. Rail- 
roads in South America mainly comuect 
larger inland centers with their nearest 
seaports. 

Four transcontinental lines exist in 
Central America, where distances be- 
tween the Atlantic and Pacific are rela- 
tively short. They have again acquired 
great strategic value as routes supple- 
mentary to the Panama Canal. These 
railroads are located in Mexico, across 
the isthmus of Tehuantepec, in Costa 
Rica, in Panama, parallel to the Canal, 
and in Guatemala, the International 
Railways of Central America. 

There is every reason to expect that 
the transportation bottleneck will be 
eliminated soon, for all vital materials. 
through diversion of sufficient tonnage 
and adequate protection to the ships of 
the United Nations. Thousands of small 
wooden boats are being built in Latin 
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SAFE DEPOSIT OPERATION 
AND MANAGEMENT 


A Symposium of the Best Methods 
and Policies, written by Specialists 
of Experience and Reputation 


Th‘s book is a symposium on the 
best methods and policies employed 
by the best managed safe deposit 
departments. It aims to present, 
first, the historical background of 
the safe deposit department, with 
its development in this and other 
countries; second, the construction 
of safe deposit vaults; third, the 
organization of the department, the 
selection of a manager, and the 
manner in which the vaults should 
be managed. 
Price $2.50 


BANKERS PUBLISHING CO. 
465 Main St. Cambridge, Mass. 


America, utilizing existing facilities of 
yards and docks. 


When the Hunt Is Over 


While most Treasure Hunts of his- 
torical importance have been accom- 
panied or followed by violence and dis- 
appointment, our present endeavor 
promises to become the foundation for 
unparalleled economic unity and good 
will between North and South Amer- 
ica. Relations among the twenty-one 
republics have never been better, and 
we never had so many friends south 
of the Rio Grande. 

Are we likely to abandon this newly 
found solidarity after the war, when 
normal commercial intercourse may su- 
persede the present military and polili- 
cal considerations? Formerly, Bo- 
livian tin ore was shipped to England’s 
refineries and then re-exported. The 
United States obtained her tin over this 
detour. During World War I, a smel- 
ter was built in this country. Of course, 
we were then allied with Japan, and the 
products of the Far East were freely 
available to us. When peace came, we 
began, however, to obtain our tin again 
over the roundabout way from Great 
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Britain. Today we are building another 
smelter in Texas to refine tin ore from 
Bolivia, but are we likely to scrap it 
this time when the shooting will be 
over? Are we going to expose our- 
selves once more to the danger of de- 
pending on vital materials purchased 
outside this hemisphere? Or are we 
going to keep our markets open for the 
products of our neighbors in order to 
insure our self-sufficiency to the high- 
est possible degree? 

While we are occupied with the im- 
mediate objectives, post-war planning 
in Inter-American relations has hardly 
gone beyond the drafting stage. Look- 
ing at the blue prints of the present 
program we find, however, that their 
very scope reaches far beyond the war 
emergency. The underlying principles 
of our Treasure Hunt are the diversifi- 
cation of production, emphasis on non- 
competitive commodities, increased In- 
ter-American trade, better transporta- 
tion, and stimulation of local industries. 
Thus the foundations for a_ higher 
standard of living are being laid for 
the 135,000,000 inhabitants of the 
southern continent. If we realize that 
more than half of this population has 
an annual income below $100, we may 
visualize what a potential market is 
now opening up in Central and South 
America. Poor people are poor cus- 
tomers. A prosperous hemisphere, 
however, will consume not only their 
own new production but many more 
of our export goods than ever before. 


Our Treasure Hunt may thus not only 
succeed in obtaining the commodities 
which we need to win the war, but it 
may result in shaping a lasting eco- 


nomic unity of all the Americas. Our 
good neighbors have already been able 
to accumulate dollar balances of about 
$200 million in 1941. This year, their 
export surplus may reach $500 million. 
With the help of these large exchange 
balances, some debtor countries may be 
able to repatriate and in time completely 
liquidate their external obligations. 
Eventually, they may become entirely in- 
dependent financially, and turn creditor 
nations themselves. 
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VICTORY AHEAD! 


The story of a naval victory really begins in the shipyards 
—and even before. 

Take, for example, the case of a shipbuilding company 
which last year received a Government order for destroyers. 
New yards were necessary to speed production. In conjunc- 
tion with one of its correspondent banks, the Chase quickly 
advanced a large “revolving credit" to finance their construc- 
tion. Now with expanded facilities this company is delivering 
more destroyers faster to our fighting forces. 

This is only one of thousands of instances where active 
banking cooperation is helping to speed America’s output 


for Victory. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 
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How to Sell Bank Service 
by Direct Mail 


By R. E. DOAN 


Account Executive, Leon Livingston Advertising Agency, 
San Francisco, Calif. 


EGINNING with this issue, THe Bankers Macazine presents 
the first of a series of articles by Mr. Doan on direct-mail sell- 
ing of bank services—a phase of bank advertising on which very 
little published material has so far been available. 
Mr. Doan’s articles will be divided into the following topics: 
. The Field of Direct-Mail. 
2. Your Mailing Lists. 
3. Pre-Writing Preparation. 
Planning Your Copy. 
. Writing the Copy. 


3. Mechanical Details. 
Personalized Form Letters. 
. Other Direct-Mail Pieces. 
Considering the large amount of money expended on, and the 


important part played by, direct-mail in every bank’s advertising 
program, and the fact that no comprehensive guide for this phase 
of bank effort has hitherto been available, the need for a practical, 
helpful treatise on this subject has been evident for many years. 

Tue Bankers Macazine feels particularly fortunate in secur- 
ing Mr. Doan as the author of these articles, since he is especially 
well fitted for the task. Having been directly engaged in banking for 
nearly fourteen years, the last eight as Director of Public Relations 
for a large Western bank, he knows banking and bank advertising 
problems first hand. 

In addition to his actual banking experience, Mr. Doan has 
handled advertising for various other lines of business, and has had 
an opportunity to gain a broad understanding of banking problems 
and bank advertising possibilities during the years he spent in New 
York City as Managing Editor of this magazine. His writing ex- 
perience has been equally broad and varied—he is co-author of the 
widely read book “Increasing Personal Loan Business,” published 
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by the Bankers Publishing Company a few years ago; has written 
scores of practical articles on banking, advertising, bank operation 
systematization, etc., for national, regional, and local banking and 
business publications; wrote the popular “ *Tisn’t So” column in 
Liberty, the national weekly magazine; has had considerable radio 
experience, etc. He has also traveled around the world, and across 
the United States a number of times. 

His experience in many lines of endeavor, principally banking 
and advertising, and his travels and consequent close contacts with 
bankers and their problems in various parts of the country, well 
qualifies Mr. Doan to prepare this series of articles on an important 
phase of bank advertising. 


I 
THE FIELD OF DIRECT MAIL 

When properly used, direct mail advertising has certain 
definite advantages over other media, especially for banks. 

Your prospect, when he holds your direct mail advertis- 
ing in his hand, is comparatively alone with your message. 
Unlike a newspaper ad, your direct mail piece is not com- 
peting directly with other nearby ads or news items; unlike 
window displays or billboards, attention is not distracted by 
passing vehicles, pedestrians, other displays, etc. 

Even more important, your direct mail piece, if you have 
properly planned its mailing, reaches the prospect at the 
right place. It reaches him at his office if it discusses a busi- 
ness matter, or at his home if it is concerned with a personal 
matter—at exactly the right place where he can talk over its 
message with his business associates or his family if he so 
desires. 

Finally, your direct mail piece can tell the whole story. 
Unlike a newspaper ad, a radio commercial, a window dis- 
play, or other forms of advertising, it need not be written so 
“he who runs may read.” The recipient is generally in a 
position to give time to direct mail if that direct mail is inter- 
esting to him and reaches him at the right time. 

That last item deserves repetition and stress—your direct 
mail is effective only if it is interesting to your prospect and 
reaches him at the right time. That is the key to effective 
direct mail work. It presupposes a working knowledge of 
direct mail technique, a familiarity with the prospect, his 
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interests, his habits, his needs—and the ability to effectively 
utilize all of these factors in the preparation and mailing of 
your advertising piece. 

While there are many similarities in technique, there are 
great differences between direct mail and other forms of 
advertising. With a magazine or newspaper ad, for ex- 
ample, you may rely to a large extent upon the editorial 
content of the paper to assure reader-exposure to your ad. 
The news items, features, cartoons, etc., scattered through- 
out the publication, make reaonably certain that the reader 
will give some attention to each page, and will therefore be 
exposed to your ad for at least a few seconds. Similarly, 
vour radio commercial is supported by the human interest 
programs immediately preceding and following it. And the 
inherent possibilities of billboards, car cards and window 
displavs—their size and capacity for effective utilization 
of color, illustration, and striking layout—have interest- 
gaining abilities beyond the range of most direct mail efforts. 
Thus, with these other advertising media, you are relieved 
of some of the burden of securing attention to your ad. 

Direct mail, however, must bear the entire load itself. It 
must initially intrigue the recipient sufficiently to make him 
take the piece out of the envelope; it must arrest his attention 
sufficiently, from the first glance, to make him start reading; 
it must sustain his interest and arouse his desire; and, finally, 
it must answer all of his questions and stimulate him to 
action. In other words, direct mail is on its own, and there- 
fore requires even more careful thought and preparation 
than most other forms of advertising. It must anticipate 
the situation it will face—possible preoccupation of the reci- 
pient with other matters, his personal and business interests, 
his vocabulary, the questions in his mind, his natural inertia, 
his psychology, his eyesight, etc. 

These articles will point out various pitfalls to avoid, and 
stepping stones to success in direct mail advertising. First. 
however, let’s rid ourselves of a few false notions about direct 
mail. 


Make It Lone EnNovuGH 


Bank advertising men, like advertising men in other 
fields, have long had the word brevity hammered into them. 
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“Make it short” . . . write it so “he who runs may read’”’— 
these and similar slogans have long ruled the advertising 
man’s copywriting task. 

This rule of brevity, however, isn’t the main rule to follow 
in direct mail. Instead of “make it short,” the rule for direct 
mail is “make it interesting and make it complete.” By all 
means, make it as brief as possible, but don’t make brevity 
your only consideration, or even your main one. 

Before citing experiences of direct mail advertisers along 
this line, let’s consider the following point. When you re- 
ceive a letter from a good friend, aren’t you more pleased 
when you note that it’s a two or three page letter than when 
you find it is only a couple of lines long? Aren’t you more 
pleased when that friend writes you all the news about 
what’s going on in the old home town and what he has been 
doing, and when he makes some helpful suggestions or gives 
you other interesting information, than when he merely 
writes: “Just a line to say hello, and to hope you are fine. 
Sure wish you were here?” 

It’s the same with a sales letter—the length should be 
flexible. Use enough space, or pages, to tell your story 
interestingly and completely. Don’t sit down and say to 
vourself “now I can’t run over one page, and it will be better 
to run far less so it won’t look long,” and then wind up by 
just writing: “Our Safe Deposit Boxes are fine. Sure wish 
you were among our renters.” 

Time magazine, one of the largest and most effective 
users of direct mail advertising in the country, has made 
many tests and has utilized the experience of many other 
advertisers in their work. They have found that a one-page 
letter may sell an article costing a dollar or less, but beyond 
that you are likely to need more space in which to tell your 
story effectively. 

Note the letters you receive from Time. Note that they 
frequently run two pages long. And next time you receive 
a letter from Fortune magazine, note that it may run as high 
as five pages in length. The publishers of Time, Life, and 
Fortune aren't spending over three-fourths of a million 
dollars a year on direct mail for nothing. They aren’t guess- 
ing—they know what they are doing. 

And if it takes them from two to five pages to sell a $5 
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or $10 subscription to a magazine, how silly it is to arbitrarily 
confine yourself to one page or less when you are trying to 
sell a prospect a few hundred or a few thousand dollars’ 
worth of Trust service. It may be quite all right to limit 
yourself to one page when you are trying to get a man to 
start a $1 Savings Account, or when you are attempting to 
sell him a $5 Safe Deposit Box. And, even when you are 
selling him Trust service, it may be all right to utilize a one 
page letter—if you can do a really effective job in that one 
page. But the main thing to remember is this—don’t arbi- 
trarily limit yourself and then, to keep within that limit, 
sacrifice so much that the resulting letter becomes ineffective. 

Fortune’s advertising man feels that they can’t ade- 
quately tell the story of Fortune in a one page letter—and 
that they can’t tell it as well in a two, three, or four page 
letter as they can in a five. And he feels that if you can’t be 
interesting enough to hold the reader for five pages, you 
haven’t been interesting enough to sell him on a $10 a year 
magazine. Much the same reasoning applies to bank direct 
mail work. 

In short, don’t set out to write a long letter—but, like- 


wise, don’t set out with the idea of holding yourself down to 
any certain word or length limit. Start with the idea of 
telling your story simply, clearly, completely, effectively— 
and let the length take care of itself. 


Direct Mau. Nor CHEAP 


One persistent fallacy is that direct mail is a cheap way 
of advertising. It isn ‘t—especially for a bank. Figure it 
out yourself. You can advertise in your local paper for a 
few dollars per page per thousand readers. And the very 
least it will cost you to reach one thousand prospects by 
direct mail is around $20, and generally considerably more. 

Thus, with such cost figures in mind, it is easy to see that 
much more care should be taken with direct mail than with 
other forms of advertising. You are spending more money 
per potential reader on it, therefore you must confine it to 
the most likely prospects, and you must do an effective job 
to make it pay for itself. 

Time magazine has found direct mail a more expensive 
method of getting subscriptions than by solicitors, agents, 
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newspaper or radio advertising. But they feel that the 
extra expense is warranted because sending out letters to 
prospects and subscribers builds good will and brings about 
a more intimate association between the publication and its 
readers. 

Similarly, many banks have found that although direct 
mail is a more expensive method of advertising, it is a far 
more effective medium in the long run. Banks especially 
need to cultivate a more intimate association between them- 
selves and their public, and good direct mail accomplishes 
this far more effectively than most other forms of advertis- 
ing. A signed letter from a bank officer, with copy of in- 
terest to the recipient and showing that the bank is inter- 
ested in him, helps to tear down the pcpular idea that 
bankers are cold, aloof, and indifferent to the public at large 
and the individual in particular. Whether the recipient re- 
sponds to the invitation to make use of the bank’s service or 
not, a really good direct mail piece has its effect on him, and 
will in the long run have a beneficial effect on banking as a 
whole and on the sender bank in particular. 


Wouat Is Rear Direct Matt Errorr/’ 


Some banks feel that the addressing of a few thousand 
envelopes to a “good” mailing list secured from some local 
organization, and the enclosure of a printed folder, all sent 
by third class, constitutes a mailing effort. 

Such an effort, while it may bring in a few results, often 
does more harm than good—both to the bank’s advertising 
budget and to its public relations standing in the community. 

In the first place, the selection and use of your mailing 
lists are extremely important matters — deserving, and 
given, a separate section in these articles. There are many 
points to be considered—the proper selection of prospects 
for specific service solicitation, adequate attention to present 
customers, the decision as to whether you should mail to 
home or business address, whether a personalized letter 
should accompany the folder, whether mail should go first 
or third class, ete. 

This latter point is especially worthy of careful consider- 
ation. It is highly questionable whether a bank, except in 
special cases, should send out a mailing third class—thus 
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indicating on the face of each piece the fact that the bank 
didn’t think it was particularly important, 

Similarly, except in isolated cases, it is highly question- 
able whether the mere enclosure of a printed folder consti- 
tutes an effective bank direct mail effort. Such an effort 
merely strengthens the impression of many recipients that 
the. bank is cold, unfriendly, not particularly interested in 
the individual. In other words, it looks as though the bank 
is merely sending out a folder descriptive of its service with 
the implied thought: “here’s the service . . . you may use it 
if it happens to fit your needs and if you like.” Nothing 
particularly human or personal about such a mail effort at 
all—just a cold announcement of the availability or details 
of the service. The same thing could be done more economi- 
cally by carrying a display advertisement in the local paper. 

Other advertisers, with far less of a public relations 
problem than banks, have found that the letter is the most 
important part of a direct mail effort. The McGraw-Hill 
Publishing Company, after extensive tests, determined this 
very thing to their satisfaction. They found that a letter, 
circular and return card produced over four times as many 
orders as the same circular and card alone; and the letter 
and card produced well over three times as many orders as 
the circular and card alone. The letter was the important 
piece. 

A folder or circular descriptive of some service merely 
indicates that you have such a service available to the general 
public, and gives the details of it. The inclusion of a return 
card merely indicates that you are anxious to get customers 
for that service, or anxious to get requests for more informa- 
tion or for personal contacts. The inclusion of a signed 
letter, addressed to the recipient, however, shows that you 
know of his existence and that you were interested enough 
to write him. And, if you’ve done a good job in writing 
copy for that letter, it shows that you have been interested 
enough in the recipient to figure out how that particular 
service would be advantageous to him. With the letter as 
evidence of your interest, the recipient is far more likely to 
read an enclosed folder, if that be necessary to get the entire 
story, or to fill out an enclosed card requesting more infor- 
mation, a personal call from your contact man, ete. 
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Score oF Direct Mam Errort 


While bank direct mail effort is generally considered to 
be only the mailing pieces sent out to sell a bank’s services, 
the need for a far broader conception is readily apparent. 

For one thing—as is brought out, with actual examples, 
in a later section—vyou can use direct mail to effectively 
cement your relationships with your present customers, to 
keep them thoroughly sold on your institution. With a care- 
fully prepared series of personalized form letters, you can 
keep in close contact with most of your customers during 
the life of their connection with your bank, and afterward. 
Through such a series of letters you can adequately thank 
the new customer for opening an account with your bank; 
tell him about, and sell him, other services you maintain; 
thank him for introducing his friends as new customers: 
remember him on anniversaries of the opening date of his 
account; prevent continued dormancy of his account if that 
situation should arise; thank him for prompt payments on 
his Personal Loan if he is a borrower; express regret at the 
closure of his account; persuade him to reopen his account: 
etc., etc. In short, by means of direct mail, you can make 
your present customers know that you appreciate their busi- 
ness and that you are sincerely interested in them and in 
their problems. 

To enlarge a bit upon direct mail possibilities, we might 
point out that in recent years banks have come to the realiza- 
tion that every contact their officers or employes make with 
the public is a public relations contact. Similarly, a broad 
conception of direct mail effort is the realization that ever Vv 
letter, circular, folder, booklet, or other piece that leaves the 
bank by mail is part of your direct mail effort—and a vital 
part of your public relations program. <A form notice, re- 
minding a Personal Loan borrower that his payment is over- 
due, is just as much a part of your direct mail effort as a 
letter suggesting that your Trust Department be named 
executor and trustee of the recipient’s estate—and it de- 
serves just as much attention to the copy. Every piece of 
mail that leaves the bank deserves careful attention to all of 
the details of good direct mail effort—to spelling of the 
name, correctness of address, friendliness of copy, evidence 
of regard for the recipient as an individual, interest in him 
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and his problems, etc. In short, every piece of mail that you 
send out is a silent but eloquent salesman for your bank— 
it can help to build up or tear down your public relations. 

Thus, although in these articles we take up mainly the 
sales effort phases of direct mail, many of the same sugges- 
tions apply equally to all other pieces that leave your bank 
by mail—form notices, letters dictated by officers or depart- 
ment managers, etc. 


PROPER PREPARATION 


Bank direct mail can be used to carry an entire advertis- 
ing and service load—that is, to directly sell and render a 
bank service such as banking by mail. It can be used to 
initiate and follow up inquiries about various banking serv- 
ices, finally bringing the prospect into the bank to complete 
the transaction. It can also be used to follow up inquiries 
secured through other advertising media. 

In any event, direct mail costs money, and the only way 
to get the most out of your direct mail effort is to thoroughly 
prepare your plan well in advance of the time you put it 
into operation. The first consideration, of course, is your 
mailing list—the sources, preparation, and maintenance of 
which is discussed fully in the next section. 

The next most important things are: the proper organ- 
ization of your data; the scientific planning of your copy; 
the writing of your copy; and adequate attention to mechani- 
‘al details—points covered in the next four sections. 

Finally, you must plan your follow-up well in advance 
of actual mailing. That is, have everything ready to prop- 
erly follow up the inquiries that your direct mail effort will 
bring in, or have your direct mail follow-up ready for in- 
quiries secured through some other medium. For example, 
if in your initial mailing piece you mention a booklet which 
gives full details regarding a service, and you invite the recip- 
ient to write for that booklet, be sure you not only have the 
booklets ready to send out, but also good copy for an accom- 
panying letter acknowledging the request for the booklet, 
telling the prospect that the booklet is enclosed or is on its 
way, perhaps pointing out a few items of exceptional interest 
in that booklet, and containing an additional sales message 
calling for further action on the part of the recipient. In 
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addition, you should have one or more follow-up letters 
prepared so you can get these out to the inquiring prospect 
at the right times after he has had a chance to go over the 
booklet. 

The main thing is to realize that the inquiries you receive 
from any mailing piece cost real money, and are worth real 
follow-up effort. This follow-up effort must not be delayed 
because you aren't prepared for it. Your first letter to the 
prospect implies that you have the booklet ready for him— 
he will not understand or appreciate a delay in getting that 
booklet to him after he has taken the trouble to request it. 
And the mere mailing of the requested booklet is not a 
sufficient follow-up. You must continue to show your per- 
sonal interest in the prospect by acknowledging his request, 
pointing out particularly helpful items in the booklet, etc., 
if you are to maintain the feeling on his part that you are 
sincerely interested in him, and if you are to get your 
money's worth from your direct mail program. 

Similarly, since these inquiries have cost you money to 
get and to respond to, you must continue to follow-up on 
each one of them—do everything possible to turn them into 
sales of your service while the prospect is interested, as evi- 
denced by his request for additional data. You can’t afford 
to wait until he has forgotten the whole matter, while you 
are preparing follow-up letters. The copy for those should 
be prepared ahead of time so they-can go out at the proper 
intervals until the prospect becomes a customer or is given 
up as hopeless. 


The same is true if your initial letter asks the recipient 
for permission to have a representative of your bank call on 
him in person. Make sure that you have enough trained 
contact men ready to handle all such responses promptly. 
This can be accomplished, regardless of the number of con- 
tact men you have, by controlling the number of direct mail 
pieces sent out at any one time. So plan and arrange your 
program that you can promptly comply with any request 
made as a result of your direct mail effort. Never make an 
offer you aren’t able to back up promptly and fully. If you 
do, the only result will be a loss of money for you, and the 


risk of turning a good prospect into a justified critic of your 
bank. 
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Our reason for discussing this matter of follow-up so 
early is because it is frequently the weakest part of a bank’s 
direct mail effort, and is the main reason for many discourag- 
ing experiences with this medium. Newspaper ads, window 
displays, and other forms of advertising are often long con- 
tinued as a matter of habit, whether they prove directly ef- 
fective or not, since it is comparatively difficult to trace re- 
sults from such media anyway. With direct mail, however, 
it is a different story. It is comparatively easy to check re- 
sults from this medium, and if results are not forthcoming it 
is often stopped without regard for the reason behind such a 
lack of results. Don’t blame direct mail for such a situation, 
however. As many large, prospero"s mail order houses can 
testify, direct mail can bring real results—does bring real 
results if handled intelligently all the way through from 
proper selection of prospects to adequate follow-up. 


SuMMARY 


1. Direct mail advantages over other advertising media 
include: your prospect is comparatively alone with your mes- 
sage; direct mail can reach him at right place (home or busi- 
ness) where he can talk it over with family or business asso- 
ciates; direct mail can tell the whole story. 

Successful direct mail effort requires thorough 
familiarity with the prospect, his interests, his habits, his 
needs; and the ability to effectively utilize all of these factors 
in the preparation and mailing of your direct mail work. 

3. Direct mail must initially intrigue the recipient suf- 
ficiently to make him take the piece out of the envelope; it 
must arrest his attention sufficiently, from the first glance, 
to make him start reading; it must sustain his interest and 
arouse his desire; and, finally, it must answer all of his ques- 
tions and stimulate him to action. 

4. Instead of “make it short,” the rule for direct mail is 

make it interesting and make it complete.” By all means, 
make it as brief as possible, but don’t make brev ity your only 
consideration, or even your main one. Start with the idea of 
telling your story simply, clearly, completely, effectively— 
and let the length take care of itself. 

. Although direct mail is an expensive medium—cost- 
ing more per potential customer than most other media—it 
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is a far more effective method in the long run, cultivating a 
more intimate association between the bank and its public. 

6. It is questionable, except in special cases, whether a 
bank should send out a direct mail effort by third class mail 
—thus indicating on the face of each piece the fact that the 
bank does not think it is particularly important. 

It is highly questionable, except in isolated cases, 
whether the mere enclosure of a printed folder constitutes 
an effective bank direct mail effort. Such an effort merely 
strengthens the impression of many recipients that the bank 
is cold, unfriendly, not particularly interested in the indi- 
vidual. The same thing could be done more economically 
by carrying a display advertisement in your local newspaper. 
Direct mail advertisers have found that the letter is the most 
important part of a direct mail effort, showing the prospect 
that you know of his existence and are interested in his 
problems sufficiently to write him personally. 

8. Direct mail can be used to effectively cement present 
customer relationships as well as to bring in new business. 
Every piece of mail that leaves your bank—form notices, 
personally dictated letters, ete—deserves attention to the 
principles of effective direct mail effort. 

9. To get results from direct .mail you must plan thor- 
oughly ahead. This includes careful selection of mail lists, 
proper organization of sales data, scientific planning of 
copy, adequate attention to all mechanical details, and 
proper planning of follow-up—all of which points are dis- 
cussed in detail later. 


II 
YOUR MAILING LISTS 


The selection, proper checking, and careful maintenance 
of your mailing lists are three of the most important steps 
in any direct mail effort. 

In some cases you will be able to secure good lists of 
names from local organizations handling such compilations. 
For example, your local mimeographing or multigraphing 
process company will probably have, or can secure, lists of 
locally resident municipal, state, and Federal government 
employes; lists of school teachers, telephone and _ public 
service employes, ete. 
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Many lists, however—names you will certainly want 
for use in your direct mail work—must be compiled from 
your own records and sources. These include your present 
and former customers, directors, stockholders, etc. Many 
of these will already be on your central file cards, but for 
efficient mail checking and addressing purposes, it is best to 
have them all on regular mail list cards (suggested form 
shown later). 

Before proceeding, it may be well to suggest various lists 
of names, generally easily available, which you should have 
on hand: 


Your present customers. 

Your former customers (satisfactory ones). 
Your directors. 

Your stockholders. 


Officers and directors (who are not present customers) of deposi- 
tor corporations. 

Occupants of your own and nearby office buildings, stores, apart- 
ment houses, homes, and permanent guests of nearby hotels who 
are not present customers. 

Officers, directors, and members of local social, civic, fraternal, 
political, and business clubs and associations whose funds are on 
deposit with your bank, 


Employes of local telephone and public service companies, depart- 
ment stores, etc. 

Locally resident employes of municipal, county, state, and Fed- 
eral government offices. 

Local lawyers, doctors, dentists, insurance underwriters, real 
estate men. 

Men and women of means or position not included in above, but 
listed in your locally compiled “Blue Book,” or ‘“Who’s Who.” 


Your correspondent banks’ and correspondent bank prospects’ 
contact men. 


These lists, properly checked and utilized, will furnish 
you with likely prospects for direct mail effort on practically 
every service your bank has to offer. For example, if you 
are anxious to promote your Personal Loan department, you 
can send your direct mail effort on this service to lists num- 
bered 2, 6, 7, 8, and 9. Safe Deposit direct mail promotion 
could go to lists 5, 6, 7,10, and 11. Trust service mail pieces 
could logically be sent to those on lists 4, 5, and 11. These 


THE BANKERS MAGAZINE for October, 1942 





are only rough suggestions, of course, and take for granted 
the usual practice of promoting your various services to 
present customers by statement enclosures, counter pieces, 
etc. 

Your directors and stockholders are included not only 
because they are prime prospects for many bank services, 
but because they should receive samples of all advertising 
you issue—preferably with a personal memo attached, call- 
ing their attention to the piece. In this manner they will be 
kept fully abreast of your efforts, will know that their bank 
is on the job, and will be better equipped to answer questions 
and turn business your way as opportunities arise. 


The second group of lists (5, 6, and 7) include those with 
whom you have an indirect tie-up—a good approach. In 
lists numbers 5 and 7, you already have the account of the 
company or association with which these individuals are con- 
nected, and in list number 6 are the names of those who are 
your neighbors and who should use your bank because of its 
proximity to their homes or businesses. 

In the third group (lists 8, 9, 10, and 11) are names of 
steadily employed people who probably have good credit 
records and receive fair salaries, otherwise they would not 


be employed in such responsible companies, or occupy such 
responsible positions. Thus, they are the kind of people you 
would like to have as customers. 

The final list (12) contains the names of those you will 
want to keep in touch with to cement present correspondent 


relationships, or to facilitate extension of your correspondent 
service. 


Many other lists and sources of names will, of course, 
readily suggest themselves. For example, you will probably 
find that, as in most cities, your local addressing company 
has available or can easily secure a list of men and women 
worth $50,000 or more. Such a list, of course, is of value 
to you in compiling a mailing list of good prospects for Safe 
Deposit and Trust service. 

Similarly, you will find it possible to secure lists of new 
arrivals in town every few days from some central agency, 
or from the individual moving companies. Such lists will 
enable you to get out special mailings to these new arrivals, 
welcoming them to your city and offering your services. 
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Your local papers will provide you with names of new 
parents in case you wish to contact them, suggesting that 
they open a Savings Account for the new baby; etc. 


Carp FILING 


As you secure each new list, then each name on that list, 
after proper checking, should be transcribed on some practi- 
cal and convenient card form. The actual form used, and 
the extent of information carriéd on the card, will be de- 
termined by your own mailing and addressing system, and 
by your own convenience and ingenuity, of course. The 
accompanying simple form (see page 310) is only a sugges- 
tion. 

A separate card file should be kept for prospects for 
each of your services. That is, you should have a separate 
card file for Savings, one for Safe Deposit, one for Trust, 
one for Personal Loan, etc. 

This means, of course, that the same name may appear in 
two or more of your card files. For example, an employe of 
your local public service company may be in your Savings 
and your Personal Loan card files; a nearby businessman 
might be in your Checking and your Safe Deposit files, ete. 
Similarly, your present customers may be on one or more 
of these prospect lists—a Checking Account customer may 
be a good propect for, say, Safe Deposit and Trust service, 
and thus have a card in each of those prospect lists. 


CHECKING 


However, before adding any name to any of your pros- 
pect lists, be sure to check carefully, making certain that that 
name is not already on the list. This is particularly impor- 
tant, since a prospect who receives two identical letters from 
vou knows quite well that you are merely sending out a form 
mailing, regardless of the amount of effort you have ex- 
pended to make the letter appear to be a personal one. 
Thus, your letter loses its effectiveness and, in addition, the 
recipient knows that you didn’t pay much attention to the 
names used—that evidently his name didn’t mean much to 
you, otherwise you would have eliminated such duplication. 
Finally, such duplication means a waste in postage, sta- 
tionery, filing records, ete. 
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Similarly, since the same names may be in different 
service prospect files, even though you have eliminated 
duplication in each individual file, you must plan your mail- 
ing efforts carefully to eliminate crowding. That is, make 
sure that your prospects don’t receive, say, a Trust mailing 
today and a Safe Deposit mailing tomorrow. There should 
be a space of at least two weeks between mailings to avoid 
this. 


Data ON CARD 


As to the specific information on the card form we have 
suggested—the abbreviations in small type at the very top 
of the card should list all of your services. They serve a 
double purpose—noting both the service or services the 
prospect is already using in your bank, and the various addi- 
tional services you are trying to sell him by direct mail. The 

easiest way to handle this is to type an “x” right through 
each service the prospect is already using, and to underline 
the various services you are trying to sell him. For ex- 
ample, the following ‘line on a card would indicate that the 
person whose name was noted thereon is a Checking Account 
customer in your bank at the present time, and that you are 
endeavoring to sell him a Safe Deposit Box and to interest 
him in your Trust service. Thus, it would indicate that there 
is a card for him in your Safe Deposit prospect list, and one 
for him in your Trust mailing list: 


Ck. Com’l. Ln. Pers. Ln. Safe Dep. Sav. Trust Xmas Sav. 


The second line of the suggested card carries the pros- 
pect’s full name—as it should be typed on letters or en- 
velopes. In this connection, it is extremely important to 
make sure that the prospect’s name is spelled correctly. We 
all dislike having our names misspelled—to any recipient 
such a thing appears to be rank carelessness, and not only 
lowers the recipient’s opinion of the bank’s efficiency, but 
conveys the feeling that the institution just didn’t consider 
him important enough to check the spelling of his name. 
It is well to check each name with more than one source— 
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not only with the original source from which you secure it, 
but with your local telephone book ,your city directory, etc. 
And be sure to use “Mr.,” “Dr.,” “Miss,” and “Mrs.,” cor- 
rectly—these are just as important to most people as the 
correct spelling of their names. Finally, if you are sending 
the mail to the prospect’s business address, be sure to have 
his correct title, if he is an officer of the concern. Titles are 
very important to people—they work long and hard for 
them, in most instances, and frequently feel slighted if the 
title is not used. 


This same second line on the suggested card form pro- 
vides a space for a personal salutation in case some officer 
of the bank knows the prospect personally, and signs the 
letter. Thus, the proper salutation might be “Dear Jim,” 
“Dear John,” ete. Attention to this detail is particularly 
important when you are trying to create a personal feeling 
in your direct mail work. If a form letter is signed by an 
officer or department manager who is a personal friend of 
the prospect, and ordinarily addresses him as “Dear Jim,” 
it should certainly not start out “Dear Mr Jones.” If it 
does, the recipient will either know that the letter. is defi- 


nitely a form one, or he will think his banker friend has gone 
“high hat” on him. In either case, the reception given such 
a letter will not be very warm. 


The best way to guard against this is to check each pros- 
pect’s name with every officer or department manager who 
might sign a form letter to the prospect. Make certain 
whether these officers or department managers know the 
prospect personally, and if they do, note the proper saluta- 
tion on the top short line, and the officer’s or department 
manager’s name on the short line below. Then, when a letter 
goes out to this prospect, it will be a comparatively simple 
matter for the typist who is addressing it to use the proper 
salutation if the letter is to be signed by the officer or depart- 
ment manager whose name is noted there. 

The third line is for the address to which mail should be 
sent. It is important to select this carefully. For example, 
if you are soliciting the Checking Account of the man’s busi- 
ness, mail should certainly be sent to his business address 
where he may discuss it with his associates if necessary. On 
the other hand, if you are endeavoring to interest the pros- 
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pect in a Personal Loan the mail should, in most cases, go to 
his home, since the securing of a loan of that nature is gen- 
erally a matter to be talked over by the family. Im other 
words, select your address with the prospect's convenience, 
habits, and natural reactions in mind, and in accordance with 
the service you are trying to sell him. 


ADDITIONAL CARD INFORMATION 


The next two lines—‘Other Address,” and “Occupa- 
tion”’—are merely to give more information about the pros- 
pect for use later on—when you are going through the lists 
to secure names for some new service you have added, when 
you are culling “dead wood” out of your mailing lists, ete. 

The next line—the “Source” from which you secured the 
prospect’s name—is important, particularly when you are 
eliminating “dead wood” from your lists later on. If the 
name is merely one secured from a list of employes of some 
local concern, for example, it may safely be eliminated after 
a reasonable amount of effort has been expended to sell your 
service. If, however, the source of the name was one of your 
officers or directors, who had reason to know that this was a 
particularly good prospect for the service, then it deserves 
special consideration when you are trimming down your list. 

Similarly, the next line—containing space for the name 
of any officer or director or employe who knows the prospect 
personally—provides | you with helpful information. When- 
ever possible, it is well to have the person who knows the 
prospect sign any letters to him: or, in other cases, you may 
want to mention the officer’s or director’s or employe’s name 
when writing the prospect. 

Information to be listed under “Other Data” will depend 
upon the case—upon the prospect, the particular service you 
are trving to sell, etc. It might consist of information re- 
garding the prospect’s present banking connection; his ap- 
proximate worth; his connections with present depositors of 
yours: ete. Any pertinent data you can secure regarding 
any prospect should be noted on his card to guide you in 
bringing Just the right service or services to his attention, to 
help. you in determining how long to keep him on the mail- 
ing list, ete. 
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Chk. Com’l. Ln. Pers. Ln. Saje Dep. Sav. Trust Xmas Sav. 


ne ne ee Re eR Te eT 
Occupation 
Source 


Knows 


Mailing Piece Date Sent Mailing Piece Date Sent 


Ficure I 
MAILING LIST CARD FORM 


(Shown in reduced size—a 3 by 5 inch, 


or slightly larger, card is suggested). 
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Mattinc ReEecorp 


On the back of each card, as illustrated, you can note 
each specific mailing piece sent to the prospect, and the date 
it went out. To simplify matters, a number or letter can be 
given to each mailing piece, and this number or letter noted, 
along with the mailing date. Such information will help 
considerably later on in determining whether the prospect 
should be retained on the mailing list. In other words, if 
vou have kept after him, say, once a month for a period of a 
year, and have elicited no response whatsoever, then it may 
be best to eliminate him from the list—depending, of course, 
upon the prospect himself and the service you are trying 
to sell him (a good Trust prospect, for example, deserves 
far more prolonged solicitation than a Savings Account 
prospect). 

The exact length of time you should retain a prospect 
upon your mailing list depends upon many factors—upon 
the number of mailings you have sent him, upon the avail- 
ability of fresh prospect names, upon local conditions and 
future possibilities of improvement, and upon the extent of 
your patience. It is safe to say, however, that you should 
go through your mailing lists at least once a year, consider- 
ing each case individually, and weed out hopeless prospects. 
These “dead wood” cards should not be destroyed—they 
should be kept in a separate file, and new names should be 
checked against them as well as against your “live” pros- 
pects, thus avoiding both duplication and wasted effort. 


CHANGES OF ADDRESS 


Also important in the proper maintenance of your mail- 
ing lists is attention to changes of address. At least once a 
year it is well to check your lists against the new telephone 
directory or the new city directory, making any necessary 
changes of address on the mailing list cards. Changes of 
address of your own customers, directors, stockholders, etc., 
as they are received by your Central File, should also be 
made on your mailing lists. And, when you send out a 
mailing by third class mail, the envelope should bear the 
notation ‘ ‘Return Postage Guaranteed” so that, if the pros- 
pect has changed his place of business or residence, you will 
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get the mail back and have an opportunity to either ascertain 
the new address or remove the name from your file. People 
do not always appreciate the difficulties ‘of keeping up a 
mailing list, and are apt to think it careless on your part if 
mail is forwarded from an old address. Also, if the prospect 
has moved from your city, you are wasting postage, station- 
ery, and time—it’s better to learn the truth and eliminate 
the name. 

Finally it’s a good idea to have your own name (ad- 
dressed to your home) on each mailing list—just to make 
sure what condition your mailing pieces are arriving in, what 
time they are arriving, ete. This is a practical way of check- 
ing up on the efficiency of your mailing department, or of 
the mailing organization you may be using. 


SuM MARY: 


A file card, containing all helpful data, should be 
oie for each prospect. Data should include: present 
customer relationship, if any; service or services you are 
trying to sell prospect; name; personal salutation if any; 
mailing address; other address; occupation; source of name; 
who prospect knows in your bank; date and description of 
each mailing piece sent to prospect; ete. 

2. A separate file should be kept for names of prospects 
being solicited for each service: a file for Trust prospects, 
one for Savings prospects, Checking, Safe Deposit, Personal 
Loan, ete. 

3. While there may be duplications of names between the 
various files (since you may be trying to sell a prospect on two 
or more services), be sure there is no duplication of names in 
any one list. If a prospect receives two identical letters, the 
personal touch has been destroyed, you impress the prospect 
with your inefficiency, and you waste postage, stationery, ete. 

4. Because of various name duplications between the 
different service mailing lists, be sure to space out all mail- 
ings. Don’t take a chance on a prospect receiving a Trust 
mailing today and a Safe Deposit mailing tomorrow. Space 
mailings out at least two weeks apart. 

Be sure to spell name of prospect correctly, checking 
with all available sources to make certain of this—no one 
likes to have his name misspelled. 
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6. Be sure to use “Mr.,” ““Dr.,” “Miss,” or “Mrs.,” cor- 
rectly, and to use the person’s correct title if mailing is sent 
to his place of business. 

7. Be sure to use appropriate personal salutation on any 
letter signed by an officer or department manager who 
knows the prospect personally. If officer calls the prospect 
“Dear Jim” ordinarily, don’t address him as “Dear Mr. 
Doe” and let him think the officer has gone “high hat.” 
Check prospect names carefully with all officers or depart- 
ment managers who may sign form letters, and get proper 
salutation data on your mailing list file cards. 

8. Select your prospect’s mail address carefully. Send 
mail regarding business service to his business address; mail 
regarding personal service to his home. 

9. Be sure to keep a description, and the mailing date, 
of every piece you send to each prospect. This will aid you 
in eliminating “dead wood” periodically. 

10. Keep mailing addresses up to date by periodically 
checking phone and city directory listings, returned mail, 
change of address notices, ete. 

11. Go through your mailing lists once a year to weed 


out “dead wood.” Keep the “dead” cards in a separate file, 
and check new prospect names against this file to eliminate 
wasted effort on hopeless cases. 


III 
PRE-WRITING PREPARATION 


The art of writing successful direct mail copy is not an 
especially difficult one if approached properly. The main 
trouble is that so many people have the wrong approach. 
They feel that all they need do is sit down and write some 

“good” copy for a form letter or folder, send this out to the 
multigrapher or printer to have a number of copies turned 
out, then select a mailing list and start mailing. 

It is the exception and not the rule when such a direct 
mail effort turns out successfully, for that just isn’t the 
proper method of procedure. It is comparable only to the 
tyro author, who sits down and writes a story to suit himself, 


then starts sending it around to the different magazines in 
an effort to sell it. 
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The professional author has learned from long, hard 
experience that there is a proper approach to his job. He 
looks over the various magazines carefully, and decides which 
one he can write for. He then secures a dozen or more back 
copies of this particular magazine, and studies each of them 
painstakingly. He learns exactly the “slant” that is accept- 
able to the editors and readers—just what they really want. 
Then, after he has reduced this “slant” to a formula, he sits 
down and plans his story carefully before ever starting to 
write it. Finally, after he has written and rewritten it, he 
sends it to that particular magazine. If he has done a good 
job on it, the story is accepted—not because it “just hap- 
pened” to strike the editor right, but because it was planned 
that way from the very start. 


Similarly, with direct mail effort, the successful copy 
doesn’t click becase it “just happens” to strike the recipient 
right. It clicks because it was planned that way right from 
the start. Without proper planning, your direct mail effort 
is a hit-or-miss affair—it will be the exception, not the rule, 
if it clicks. 

SALEs Point OUTLINE 


To begin with, you should have a “Sales Point Outline” 
prepared for every service your bank renders, and keep these 
outlines available for use whenever you plan an advertising 
effort or attempt to write copy. The preparation of such an 
outline for each service will not prove an especially arduous 
task, and when completed it will prove invaluable as a guide 
and reminder in all of your direct mail and other advertising 
work. 

Start by checking to see why people use each of your 
services. ‘Talk with the managers of your various depart- 
ments, with the clerks or tellers in those departments, and 
with the customers themselves. Find out all the reasons 
people have for keeping a Checking Account, a Savings 
Account, a Christmas Savings Account; why they rent a Safe 
Deposit Box, use Trust Service, make Personal Loans, etc. 
Make up a separate sheet for each service, listing all the 
reasons for using that service that you can possibly find. 


Next, determine why present customers are using your 
particular services—what exclusive features your services 
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have over those rendered by your competitors. Do your 
customers have their Checking Account at your bank in 
preference to other banks because you have more tellers and 
thus give quicker service; because your service charges are 
lower; because you keep a photographic record of cancelled 
checks? Do your Safe Deposit renters prefer your service 
because your boxes are a bit larger than others in town; 
because you have a more efficient, speedier entry record 
system; because your coupon rooms are more comfortable or 
their arrangement more private? In short, why do people 
use each of your services in preference to similar services 
offered by the other banks in your city? What do you have 
to offer that your competitors don’t? If you don’t already 
know every such point—every exclusive feature of each of 
your services—you can soon determine them by talking with 
vour various department managers, your new business man, 
or directly with some of your customers. 

Finally, you should have a list of common objections, or 
sales arguments, offered by prospects regarding each of your 
services, and the appropriate answer to each such objection. 
Do prospects offer objections to the location of your Safe 
Deposit vault? Do they dislike certain formalities you re- 
quire them to observe in gaining access to their boxes? What 
is the appropriate answer to these objections? If some 
elderly people object to walking downstairs to your vault, 
isn’t it possible for them to make use of a private service 
elevator, ordinarily reserved for employe use, if they so 
request? And do the formalities you require for access to 
the vault add to the safety and privacy enjoyed by your 
customers? Learn all the objections to all of your services, 
and figure out the appropriate explanations for each, then 
list these on your “Sales Point Outlines.” 

These outlines, one for each of your services, should be 
kept up-to-date at all times. As you expand or improve a 
service, revise your outline accordingly— make certain that 
at all times you know why people use bank services, why 
customers prefer your particular services, and what the 
common objections and their answers are. 


A typical outline for a Safe Deposit Department is 
shown in Figure II. With such a “Sales Point Outline” al- 
ways in front of you when you are planning or preparing 
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SAFE DEPOSIT 


Why Do People Rent Safe Deposit Boxes? 


1. Fear of fire destroying papers or valuables left at home or office. 

2. Fear of theft of papers or valuables left at home or office. 

3. Fear of possible misplacement of papers or valuables ai home or office. 
4. Desire for more privacy than home or office ordinarily offers. 


What Do People Keep in Safe Deposit Boxes? 


. Will 16. Letters 
. Insurance policies 17. Cancelled checks 
. Bank books 18. Patent papers 
4. Mortgages 19. Important receipts 
. Deeds 20. Photographs 
. Bonds 21. Tax return copies 
. Notes 22. Heirlooms 
3. Army or Navy papers 23. Trust agreement copies 
. Stock certificates 24. Personal mementoes 
10. Tax receipts 25. Inventories 
11. Marriage certificate 26. Jewelry 
12. Leases 27. Birth certificate 
13. Contracts 28. Passport 
14. Bills of sale 29. Investment records 
15. Diaries 30. Auto papers, etc. 


Why Do Customers Prefer Our Safe Deposit Boxes? What Are Our 
Exclusive Features? 


. Boxes larger than competitors (1 inch longer, 1% inch deeper). 
Faster vault entry service. 
3. Coupon room arrangement gives more privacy (rooms are part of 
vault, saves going out vault door and through public lobby). 
4. More efficient burglar alarm system (works on sound-wave principle). 


What Are Common Objections to Our Service, and the Appropriate 
Answers? 
1. Vault is downstairs, and elderly people object to stairs. 
Answer: Renters can use private service elevator upon request to guard. 
2. Coupon rooms at rear of vault, mean carrying box some distance. 
Answer: This location of rooms adds to privacy, eliminates examining 
contents in vault or going through public lobby as in case 
of some competitors. Guard will gladly carry box to coupon 
room. 


Ficure II 
A SAMPLE “SALES POINT OUTLINE” FOR SAFE DEPOSIT SERVICE 
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copy on any service, you run no danger of missing any im- 
portant point. You know why people use each service, what 
they use it for, why they prefer your service to others, what 
objections are most frequently encountered, and how to reply 
to such objections. With this preparation, you are not only 
aided in planning and writing copy, but your copy is half 
written for you. You need only fit it to the type of prospect 
you want to sell. 


ANALYSIS OF PROSPECTS 


Like the intelligent author, who selects his market first, 
and then writes his story to fit that market, you must first 
select the mailing list—the people to whom your mailing 
piece is going—then write your copy to fit that type of 
prospect. 

Of course, you can get up a direct mail piece to go to 
many different mailing lists—many types of prospect. 
However, that’s too much like using a shotgun instead of a 
rifle. You may make a few surface dents, but you aren’t 
apt to make many really important hits. The main reason 
for this is that unless you know the prospect, appreciate his 
particular problems, and tie in directly with his interests, 
you are not going to gain or hold his attention to your mail- 
ing piece. 

There are a few exceptions to this, of course. For ex- 
ample, if your city has recently experienced a wave of 
burglaries or fires, and people in general are beginning to 
appreciate the dangers of having important papers or valu- 
ables around the home or office, then you can write a mailing 
piece, tied in to this situation, and send it out to most of your 
mailing lists with reasonably good chances for success. This 
is possible because an unusual situation has developed to the 
point where it is of interest and concern to most people, and 
you can logically tie your mailing in with such a situation. 

Ordinarily, however, your field is more limited. You 
must treat one class of prospect at a time—group together 
those who have something in common so you may approach 
them with an idea or a suggestion that will definitely interest 
each of them personally. 

For example, let us suppose that you have recently com- 
pleted a mailing list containing the names of all tenants of 
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nearby stores and office buildings. This, you may decide, 
will be a good mailing list to use at this particular time for 
your Safe Deposit effort. 

Now you have your “Sales Point Outline” for Safe De- 
posit, and your mailing list of names of people who have 
something in common—businessmen who are your neighbors. 
It is comparatively simple to choose an approach and a strong 
sales angle—the approach of one neighbor to another, and 
the sales angle that since your bank is the closest to his place 
of business, your vault is more convenient for the prospect 
to use. This can be made a matter of personal interest to 
your neighbor-prospect—the proximity of your vault means 
greater convenience, more time saved, etc., to him. 


SUMMARY 


1. Successful direct mail copy doesn’t “just happen”— 
It is planned that way. Without proper planning your 
direct mail effort is a hit or miss affair—it will be the excep- 
tion, not the rule, if it clicks. 

Have available a “Sales Point Outline” for each of 
your services, containing all pertinent data about that serv- 
ice: why people use such a service; why your present cus- 
tomers use your service (what exclusive features you have 
as compared to the service rendered by competitors) ; a list 
of common objections to your service, and the proper an- 
swers to each objection. 

3. Analyze your prospects—group together those who 
have a common interest. 

4. Choose your approach with this common interest in 
mind—something that will be of definite personal interest 
to each of your prospects. 
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Investment 
and Finanee 


EpiTep By OSCAR LASDON 


The Outlook for Equities 


R months and months the stock 
market has been in the doldrums. 
Prices have fluctuated within an ex- 
ceedingly narrow range. Just before 
the recent slight increase in trading, 
share turnover had declined until it 
seemed to have slowed to an irreducible 
minimum. The observer aptly described 
the market as “bustling with inertia.” 

And yet, despite the prevailing lack 
of interest in equities and the profound 
pessimism with which corporate earn- 
ings have been regarded, a change in 
attitude will eventually be forthcom- 
ing. Just as 1929 marked the peak of 
security prices, and the speculative ex- 
cesses of the 20s paved the way for a 
terrible slump in values, might not 1942 
mark an opposite extreme? Or if 1942 
does not mark the turning of the tide, 
will 1943 fail? 

In the 1929 era, permanent prosper- 
ity was an accepted illusion. In these 
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last five years, on the other hand, the 
future of the profit system has been 
painted ominously and darkly. But 
by way of comment—and this may 
appear a trite observation—experience 
bears witness that the peak of strength 
is always established before the decline 
while doubt and weakness predominate 
before the upturn. Unless these United 
States were to lose the war—and this is 
hardly a_ legitimate conclusion-—the 
present seems appropriate for investor 
hopes rather than despair. 


The Present Situation 


Reflect for a moment. Gone in the 
dim past are the almost unbelievable 
“New Era” days of swollen collateral 
borrowings and brokers’ loans. They 
have long since been liquidated. The 
debris of the mad ’20s has been cleared 
away; the billions of borrowings are 
no longer with us. No great gobs of 
undigested securities are overhanging 
the market. In “Street” parlance, the 
market’s technical position is sound; it 
is practically on a cash basis. Share 
liquidation, from any long-term stand- 
point, is hardly a factor to be reckoned 
with. 

Money rates are low, credit is plenti- 
ful. Many stocks are selling low in 
relation to earnings; some are even 
quoted well below net quick asset 
values. 

This favorable background, it is true, 
has been with us for some time. Never- 
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theless, share prices have remained un- 
affected. Why? Because the items 
enumerated are favorable in only a 
negative sort of way; more important 
has been the lack of some _ positive, 
stimulating forces. There has been 
little incentive to buy. 

For a number of years, various fac- 
tors have tended to discourage not only 
equity investments by the public, but 
new business enterprise as well. The 
stock market, after all, only reflects 
what is going on in the minds of people 
throughout the country. And if people 
do not think enough of conditions to 
go into business of their own, what can 
arouse them to take an interest in other 
people’s businesses through the medium 
of the share markets? 

After the pressure of collateral loan 
liquidation was lifted in the early °30s, 
the investing public ran into the terri- 
fying bugaboo of continually increas- 
ing economic and social controls. Also 
in the background lay the preaching of 
a disconcerting philosophy—that there 
was something basically reprehensible 


about making money or reporting prof- 


its. This point does not need elabora- 
tion here, for it is a matter of common 
knowledge. The net result of all of 
this, however, has been an increasing 
feeling on the part of the investor that 
he might ultimately go the way of the 
wooden cigar-store Indian. At any 
rate, he felt like the “forgotten man.” 

But the picture may now be chang- 
ing and some powerful incentives for 
the purchase of equities may soon be 
developing. This is not to say that all 
the millstones of apprehension have 
been removed—it may merely be 
pointed out that the disturbing factors 
that have been with us for so long 
may shortly be outweighed by new and 
more powerful forces. 

The incentive for purchase may be 
gradually developing before our eyes. 
A rolling snowball does not attract 
much attention at first. But after it 
gathers size and picks up momentum, it 
is always noticeable. This may be the 
present situation. 
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Supply and Demand 


One very important force is at work 
as the result of the Government’s def. 
cit-financing program. The volume of 
bank deposits and money in circulation 
is now more than $20 billion higher 
than the $60 billion peak reached in 
1929. And with further heavy deficit. 
financing through the commercial 
banking system a certainty during the 
next two to three years, the volume of 
deposits may possibly attain the un. 
heard-of total of $125 billion. In fact, 
it may even go as high as $150 bil. 
lion—almost double the present volume. 

Now demand and supply are forces 
of extreme importance. On the one 
hand, our volume of corporate equities 
outstanding is remaining fairly con- 
stant. But, on the other hand, the sup- 
ply of funds available for investment 
is mounting by leaps and bounds. At 
some point, the change in relationship 
must make itself felt. And this change 
should be accelerated by the fact that 
the supply of consumer goods generally 
available to sap up purchasing power 
is becoming more and more restricted. 
We will have more money than ever 
and much less that we can buy. So 
even though most of the increase in 
deposits is accumulated by the lower 
income groups—groups which gener- 
ally do not do large-scale investing— 
a spill-over into equities is more than 
likely to occur. 


Psychology of the Investor 


Furthermore, consider the matter of 
psychology. As has already been ob 
served, sentiment over the past few 
years has been adverse rather than con 
ducive to investment in equities. But 
think of the situation which is now be 
ginning to confront us. Price ceilings 
are being placed on almost every item, 
goods with which we can satisfy our 
wants are becoming scarce. The “i 
flation gap” is becoming wider and 
wider. 

Now, isn’t it logical to expect that 
the investor will turn to, rather than 
away from, equities? Won't there be 
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a natural inclination to buy something 
that might possibly protect purchasing 
ower, something that is more attrac- 
tive than idle cash? And won't this 
sentiment be intensified by the ever- 
mounting national debt? Even though 
our increasing debt should not lead to 
a destruction in the purchasing power 
of the dollar, its very growth never fails 
to stir vague and uneasy fears. 

In Great Britain, it may be observed, 
the increase in funds available for in- 
vestment has stimulated stock prices 
during the past two years—despite the 
fact that corporate profits, because of 
heavier taxation, have been declining. 
In some particulars, it is true, British 
experience is not exactly analogous; 
the point to be remembered, however, 
is that the demand and supply situa- 
tion is of great significance. 


Taxation 


Now we come to the matter of taxa- 
tion. There is some justification for the 
belief that, even if we have not already 
witnessed the limits of corporate taxa- 
tion, they are not very far away. In- 


creasing taxes have been one important 
deterrent to the purchase of equities; 
the investor has been confronted with 
the indisputable fact that each year the 
Government has taken away a larger 
slice of company earnings. This tend- 
ency appears to be near its end—not 
because the Government can’t use more 
in the way of tax revenues, but because 
any further inroads into corporate prof- 
its may cripple business. 
ury Department, and certainly some o 
our informed legislators, already seem 
to have realized this. With tax limits 
fixed within certain prescribed bounds, 
the investor will again have an oppor- 
tunity to make more rational appraisals 
of the value of equities in relation to 
earnings. 

Again, the matter of taxes. After the 
war, taxes will still be high in relation 
to pre-war standards. But they will 
probably be considerably less than at 
present. The excess profits tax, for ex- 
ample, will be cut sharply—or may dis- 


The Treas4/ 


appear entirely. Normal and surtax 
rates will also probably be lower. 

Tie this up with the fact that we face 
a post-war reconstruction era of vast 
proportions, and that we will experi- 
ence huge replacement demands for ma- 
chinery and consumer goods, both at 
home and abroad. Accordingly, a pe- 
riod of high industrial activity is not 
difficult to visualize. Such activity 
should be accompanied by a satisfac- 
tory level of profits. 

Not all of the influences affecting 
share prices have been presented. More 
detailed discussion would disclose many 
favorable and unfavorable forces un- 
touched in this short summary. Each 
of these factors, as well as those men- 
tioned, is of weight in determining the 
final outcome. And one conclusion ap- 
pears inescapable. There is as little 
basis for concluding that the trend of 
stock prices must inevitably move in 
one direction as there was in early 
1929. 

What the near future will reveal 
problematical. But what will happen 
subsequently is less a matter of doubt. 
Unless the profit system is headed for 
the scrapheap, this looks like the time 
for the investor to take his bearings. 


It is hard to believe that a nation 
which, in a relatively short space of 
time, will conclusively prove itself the 
most power _earth, will meet and 

post-war , disloeations with 

Vthigg *but eorifidende and strength. 


‘(CAL ROOM 
BANK_BOND ra) 


Npaé ; Qhist "_co®tirue lo ae exceed- 
ites their invest- 


ment programs. This is particu- 
larly true in the case of those institu- 
tions located in areas which have bene- 
fited from the war effort. These banks 
must realize that the large volume of 
deposits now accumulating may be 
withdrawn after the war is over. This 
was the note of caution struck by Dr. 
Marcus Nadler, professor of finance at 
New York University, in his statement 


— = 
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for the convention proceedings of the 
American Bankers Association. 


Dr. Nadler pointed out that a fur- 
ther material increase in deposits may 
be expected in certain farm sections. 
Farm income has expanded but farm- 
ers are unable to purchase farm equip- 
ment or durable consumer goods to the 
same extent as before the war. Conse- 
quently, these items will be acquired 
when they again become available after 
the war, and local banks are then ex- 
pected to experience an outflow of 
funds. However, institutions which 
maintain a suitable portion of their 
assets in liquid form, such as U. S. 
Government bonds, will be in a position 
to meet the outflow when it occurs— 
without being embarrassed into selling 
medium or long-term Treasury issues, 
which may be subject to price fluctu- 
ation. 

We quote directly from a portion of 
Dr. Nadler’s statement, because of its 
timeliness and importance. 

“The acquisition of Government se- 
curities by the banks should follow a 
definite policy based on a careful study 


of the composition of the assets and lia- 


bilities of each institution. A sound 
investment policy requires that a bank 
be able to meet the withdrawal of a 
certain amount of its deposits without 
being forced to sell medium or long- 
term obligations. This can be achieved 
by spreading the maturities over a pe- 
riod of years. Some banks will find 
it advisable to hold a larger amount of 
shorter obligations, while others, par- 
ticularly those operating with savings 
deposits, will prefer to hold medium- 
term securities. The banks will have 
a wide choice of maturities since the 
Treasury is eager to meet their require- 
ments. The adoption of a system of 
maturity distribution assures a bank 
liquidity as well as earnings. Neither 
principal should be sacrificed for the 
other. 

“The increase in investments will be 
accompanied by a corresponding rise in 
deposits and by a reduction in the ratio 
of capital accounts to earning assets. 
The smaller this ratio is, the greater is 
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the necessity to improve the quality 
the existing assets. A bank should 
never sacrifice quality for a high re 
turn and those assets considered unsuit- 
able for bank investments should be 
gradually liquidated. The sale of such 
assets, bonds as well as real estate, to 
ultimate investors is now more desir- 
able than ever, because in addition to 
strengthening the banks it leads to a 
reduction in deposits.” 


~~ 


SAVINGS TAX NOTES 


The Treasury is issuing new tax notes 
which are designed to stimulate more 
interest on the part of taxpayers and 
investors. 

Individual taxpayers will continue to 
find the Series A notes to their liking. 
The purchase limitation of $1,200 has 
been raised to $5,000, and the annual 
return is equivalent to a rate of 1.92 
per cent. The new Series A notes ma- 
ture in three years, rather than two 
years, as formerly. 

Series C notes, available te corporate 
taxpayers, carry a rate of 1.07 per cent 
per annum if held to maturity. Unlike 
the old Series B notes which the C Series 
supplants, the latter is eligible as col- 
lateral for lean purposes. The rate of 
interest on the old Series B notes, it 
will be recalled, was only 0.48 per cent 
per annum. 

It is evident that the Treasury has 
sought to make the series C notes adapt- 
able to the purposes of corporate and 
individual investors. They are highly 
suitable for the accumulation of tax re- 
serves; except in the case of commer- 
cial banks, they are also appropriate 
for temporary or short-term investment 
of idle cash balances. 


Series C notes may be pledged with 
banks as collateral, but no other hy- 
pothecation will be recognized by the 
Treasury. Banks acquiring notes 
through forfeiture will receive payment 
at the redemption value for the month 
in which acquired. Ordinarily, notes 
purchased by corporations, banks and 
others for payment of their own taxes 
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are redeemable at par and interest at 
matuity—or on advance notice after 
the sixth calendar month after the 
month of issue. 


RESERVE REQUIREMENTS 


During mid-September, the Federal 
Reserve Board authorized another re- 
duction in the reserve requirements on 
net demand deposits held by Central 
Reserve City banks in New York and 
Chicago. This second reduction in less 
than a month added an estimated $400,- 
000,000 of excess reserves. Exigencies 
of war finance made this move neces- 
sary. 

Reserve requirements of other mem- 
ber banks were unaffected. Ratios re- 
main at 20 per cent for reserve city 
banks and 14 per cent for country 
banks. 

Inasmuch as member banks may be 
called upon to purchase around $100 
billion of Government bonds during the 
next three years, it is anticipated that 
further steps will be taken, whenever 
necessary, to insure suitable conditions 
in the money market. 


TERM LOANS 


An interesting investigation cf “Term 
Lending to Business” by the National 
Bureau of Economic Research reveals 
that roughly half of the volume of long- 
term loans made by commercial banks 
are of maturities exceeding five years. 
Maturities of over ten years are rare, 
however. 

Another feature disclosed by the 
study is that mest of these accommo- 
dations are extended to fairly large cor- 
porations. Whether banks will be will- 
ing to make the same sort of arrange- 
ments with smaller companies will de- 
pend on present experience as well as 
the changing credit scene. 


Term loans are generally repayable 
in equal annual installments, and the 
record to date has been satisfactory. 


Basis for extending term loans is 
largely earning power, only a third of 
the loans covered in the study being 
protected with collateral security. 

On the other hand, corporate taxa- 
tion, becoming increasingly heavy, is 
something for bank officers to think 
about. If an excessive proportion of 
earnings is siphoned away through tax- 
ation, companies may find themselves 
hard pressed to meet their installments. 
In this connection, some tax exemption 
for corporate earnings utilized for debt 
repayment would be of considerable 


assistance. 
® 
7) 


Burciars broke into the vaults of the 
First National Bank Saturday night and 
got away with a pork chop and four 
slices of ham.—H. J. Phillips in The 
Sun Dial. 
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EETING the issue of inflation, 
through taxes, through incentives 
to save, through price control, 

are major factors in the present efforts 
of the Administration. These issues di- 
rectly concern banking and officials of 
banks have shown more interest over 
developments planned and in process 
than in earlier days of the war. After 
nearly ten months of war, banking proc- 
esses are being included in a way that 
few bankers realized in the weeks fol- 
lowing Pearl Harbor. 

Banks are to be taxed heavier than 
they have ever contemplated. At the 
same time, banks are expected to main- 
tain, conserve or increase their capital. 
Banks are still looked upon as the first 
line of activity in the selling of War 
Savings Bonds, and they must continue 
these extra efforts despite steady losses 
of personnel to the war draft and be- 
cause of inducements to enter war man- 
ufacturing plants. There are plans to 
include banking processes in simplify- 
ing the rationing of many products 
which will make of the banks an impor- 
tant cog in the activities of the Office 
of Price Administration. 

The foregoing are cited as highlights 
of the changing economy of war. There 
is nothing static about the planning. 
During the early months there was de- 
termined pressure exerted for bank 
loans to aid smaller industries so that 
the latter could aid in manufacturing. 
During recent months, this emphasis has 
changed. The War Production Board’s 
Division of Finance which gave espe- 
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cial attention to this program is now 
abolished along with the Division of 
Contracts. Regulation V of the Federal 
Reserve Board continues. Thus, an in- 
itial phase of activity which concerned 
banks is passed, and the program 
broadens. 









What seems to be vitally important 
during these days of war is apprecia- 
tion of the necessity of constant effort 
to harmonize individual programs to 
meet the needs of the nation. There is 
nothing static. There is no such thing 
as a settled program. There cannot be. 
The war must be won, and winning 
means adaptation of all programs, no 
matter how much old ones may change 
and regardless of their former impor- 
tance. 


Wayne Chatfield-Taylor, former As- 
sistant Secretary of the Treasury and 
now Undersecretary of the Department 
of Commerce, stated the need when he 
said a few days ago: “We are to live 
or die as a nation by what we do now, 
not by what we would like to keep on 
doing because we have been accus- 
tomed to it. Yesterday never can be 
today or tomorrow. It is our lot to 
live in a day when the distances be- 
tween yesterday, today and tomorrow 
are much greater than ever before. The 
pace of change is not only swift, but 
also violent.” 


































Perhaps the undersecretary was 
thinking of bankers, for he was espe- 
cially interested in banking activities 
when he was in the Treasury Depart- 












ment, for he added, as though to 
bankers: 

“Many of us find it difficult to ad- 
just ourselves to these changes. We 
find it hard to see in the disruptions to 
our daily life, a direct contribution to 
the winning of the war. We find it 
easy to criticize those who are charged 
with the responsibility of welding civil- 
ian life into a single weapon of supply 
and support for our fighting men.” 

The over-all trends on the Washing- 
ton financial front, which seem to this 
department to be vitally important at 
this ten-month war marker, revolve 
around inflation. Inflation is a vital 
problem which will not prevent the 
aation from all-out effort to win the 
war but can easily aid the Axis by 
weakening the home front. Every 
banker, whether in the large manufac- 
turing centers or in the rural regions, 
knows that this is true. 

The present, although somewhat be- 
lated, attack on inflation is through a 
heavy tax bill. The general form and 
outline of the bill is known to every 
newspaper reader. What may not be 
appreciated is the attitude of Treas- 
ury officials, and conveyed to the tax 
committees of Congress, that banks, as 
important institutions, are faring rather 
better than most corporations under 
present proposals. 

Treasury General Counsel and Tax 
Advisor Randolph Paul stated his at- 
titude regarding banks and taxes when 
he said that they had received “extraor- 
dinarily fatorable treatment.” He 
pointed out that they can deduct their 
capital gains, and their losses on bonds 
and notes in full. There is a provision 
“for amortization cf the premium in 
case bonds purchased at a premium 
which will result in a fairer tax treat- 
ment in these cases.” He accorded re- 
luctant assent to the dropping from the 
tax program of “‘collection at the 
source” in the case of bond interest, 
while keeping it in the bill as to divi- 
dend payments. 

Not a few bankers are, however, 
much concerned over their contracts 
with the Reconstruction Finance Cor- 
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poration in regard to preferred stock. 
Taxes are taking bank profits and mak- 
ing it difficult to meet the terms of re- 
payment. 

The Comptroller of the Currency 
and Federal Deposit Insurance Corpo- 
ration Chairman Leo T. Crowley are 
both emphasizing the very great need 
for conserving bank assets and strength- 
ening bank capital. The Federal Re- 
serve Board is known to be in agree- 
ment with recent statements of these 
two officials. Said Chairman Crowley 
in warning . the growth in re- 
sources of the banking system, without 
a corresponding increase in the capital 
of the banks, has diluted the margin of 
protection at the very time the banking 
system faces a critical period.” It is 
added that “there is reason to believe 
that these tendencies will continue, per- 
haps even at an accelerated rate.” 

There very apparently is going to be 
more than the present heavy tax bill 
to confront bank programs. Contem- 
plated involvements possibly will not 
bear as heavily on bank management 
but will concern bank customers. 


Thinking of officials is toward compul- 


sory savings and offsets against tax 
levies by recognition of savings depos- 
its and payments on mortgages and 
debts. 

The steady decline of consumer in- 
stallment buying has played a part in 
the present anti-inflation fight. The ex- 
cellent record achieved, largely through 
banking processes of Regulation W, has 
further increased money-in-hand. Huge 
payments on debts are releasing large 
sums of money while depleting bank 
earnings obtained through such com- 
mercial paper. There is little expecta- 
tion, however, of greatly lightening the 
provisions of this Regulation which op- 
erates through the Federal Reserve 
Bank. 

Treasury Financing 


Treasury financing is now assuming 
heavy proportions. The Treasury must 
go to the banks for its money needs. 
This has brought into operation re- 
cently obtained powers of the Reserve 
Board to cut Reserve requirements in 


the major money centers. There have 
been two cuts and there will undoubt- 
edly be more. 

Considerable criticism has been 
pointed toward the Treasury for the 
placing of large amounts of bonds, 
notes and certificates in the banking 
system. The attitude of the Treasury 
may be stated: Such financing is rec- 
ognized as inflationary, yes. However, 
it will not be dangerously inflationary, 
even if continued on present large scale, 
if other legal brakes are taken, such 
as much heavier taxes and compulsory 
savings. That is, by drying up the 
funds created by war _ production 
through taxes and through compulsory 
savings, the increased money in the 
banking system is locked in and cannot 
escape into the spending stream of in- 
flation. 

The Treasury feels that the anti-in- 
flation program cannot depend upon 
any one device, but upon several, all 
well coédrdinated. 


Highlights 


In addition to the broad picture, 
there are many important highlights. 
These can be partially summed up 

1. Manpower Drafting of Workers: 
Agitation will continue, but sharp out- 
lines will be slow in emerging while 
awaiting national reactions. Organized 
banking is seeking to convince officials 
of the need for protecting the banking 
processes in personnel moves. 

2. Military Draft: Efforts are being 
made to secure some broad directives 
which local draft boards can recognize 
in regard to bank personnel. Nothing 
official has been made public, however. 

3. Banking Facilities: The program 
for the establishment of branches in 
military areas is developing slowly un- 
der the Treasurv. Probably more than 
half a hundred will be in operation 
before the end of this year. 

4. Rationing: While more rationing 
is expected as the war continues, 
whether the banking system will be 
used, is not yet clear. The Department 
of Commerce believes the banks are im- 
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portant, but the Office of Price Admin- 
istration has made no official state- 
ments. 

5. Aid to Little Business: The Mur- 
ray Special Senate Committee is again 
to propose adoption of the Mead Bill 
for the creation of the Industrial Credit 
Corporation, still favored by the Fed- 
eral Reserve Board, although earlier 
opposed by organized banking. 

6. Farm Credit: A growing number 


of country banks are greatly concerned 
over the activities of the Production 
Credit Associations, which have seri- 
ously cut into their earnings. These 
bankers contemplate pointed protests to 
Washington authorities. 

7. Unit Banking: The two large in- 
dependent banker associations are con- 
stantly pressing for action on pending 
bills and indicate that they expect to 
secure hearings. 


Washington Notes 


Washington Bank sends Weekly Review, Washington, D. C. 


Nugent Credit Plan: The Consumer 
Banking Institute (Morris Plan Bank- 
ers Association) finds: that the idea of 
Rolf Nugent, Leon Henderson adviser, 
to sell on installments for delivery after 
the war, is not practical and would not 
work. This is the opinion of bankers, 
retailers, mail order executives. Nugent, 
personal loan trained executive, is 
believed not to understand human 
nature—the appeal of installment sell- 
ing being in having while paying, not 
paying first. Law-away selling plans 
have never achieved much popularity. 


Bank Service ..Charges: Competent 
Federal authorities see “no evidence” 
of the OPA seeking to regulate service 
charges. They hold that bankers only 
ask for trouble by insisting upon opin- 
ions. If the OPA doesn’t include bank 
service charges, then why press them? 
Banker insistence on “getting an opin- 
ion” as to safe deposit box rentals 
brought inclusion, not thought of before 
by the OPA. Agitation over hair-line 
differences invited the OPA to act! It 
did, of course. 


Small Business Help: Shall it be 
“pooling” or loans to tide over? The 
WPB is talking of “concentration of 
production” under adaption of the Eng- 
lish system whereby one business 
would carry on for all others in a field 
and region. But how to solve the finan- 
cial side? Senator Murray’s Small 


Business Committee is again going to 
try. Several proposals are to be exam- 
ined in hearings. One calls for a loan- 
ing corporation with capital of $200 
million to aid any business adversely 
affected by the war. Another, would 
broaden the powers of the Smaller War 
Plants Corporation. Others concern 
financial aid to businesses hard hit by 
rationing. 


The War: After 250 days—about 814 
months—of America at war, the weight 
of production, with freshness of leader- 
ship is showing results. In South Sea 
islands or the coast of France, the super- 
man myth of Jap and Nazi is being ex- 
ploded for hesitant nations to witness. 
Stronger, tougher policy can bring more 
good. news, and will. The end of the 
war is not yet in visible sight, but it 
can be, dependent upon the home front. 
It is there that the courage must be 
shown to match the courage at the fight- 
ing front. Germany is _ suffering 
greatly; is a shell, that can collapse as 
in 1918, according to Dr. Edward 
Benes, Czech leader, basing his analysis 
on many inside reports. He foresees 
German army dissatisfaction, leading 
to a revolutionary collapse “similar to 
that which took place in November, 
1918. He warns: ‘In saying this, how- 
ever, I do not mean that in 1942 will 
come the last year of the war. The 
breaking up of Germany may continue 
for several months into 1943.” 
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Finaneial 
Situation 
Abroad... 


A Monthly Survey 


HE military situation as of mid- 

September had reached no decisive 

stage, though a fierce struggle was 
still in progress between Germany and 
Russia for the key city of Stalingrad 
Air raids by the United Nations over 
Germany and occupied territories were 
increasing in frequency and severity. 
Two important countries in the West- 
ern Hemisphere, Brazil and Mexico, are 
now in the war on the side of the United 
Nations. 


GREAT BRITAIN 


As in the United States, the British 
banks are largely engaged in directly 
or indirectly aiding in war finance. 

In reviewing the banking half-year, 
The Bankers Magazine (London), says: 

“The past half year in the banking 
world has seen very little change in the 
general factors governing monetary 
movements. The prevailing motive has 
continued to be the assistance by all 
possible means of the financing of the 
country’s war effort, whether by direct 
aid to the Treasury or provision of 
funds, where required, to firms engaged 
on war work. 

The extent to which the banks have 
so freely extended assistance in this last 
direction is perhaps too little realized. 
Since the outbreak of war their ordinary 
loans and advances have contracted it 
is true, but this does not mean that 
their assistance to industry has been 
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appreciably the less or that they have 
not ient with the greatest freedom to 
firms engaged on Government orders. 
The fact is that contraction of business 
in civil circles has been so great that 
but for the lending to armament and 
munition firms, the total of bank loans 
would have dwindled to very small 
figures. 

As to the earnings of the banks, it is 
said: 

On the whole it seems probable that 
the gross earning power of banks was 
at least maintained as compared with 
this time last year. Rates were no bet- 
ter but the volume of employed re- 
sources was greater. On the other 
hand, expenses continued to increase 
owing to staff shortages, extra work of 
unremunerative character entailed by 
Government regulations, and _allow- 
ances to staff called up.” 


_ 


THE ARGENTINE 


Argentina had an export trade bal- 
ance aggregating 275,657,000 pesos for 
the first seven months this year, as com- 
pared with an export balance of 241,- 
363,000 pesos for the January-July 
period of 1941. During the seven 
months export shipments were worth 
1,070,207,000 pesos (market values), 
while imports totalled 794,550,000 
pesos (invoice values). For the similar 
seven months of 1941, exports were 
worth 856,704,000 pesos (market 
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values) and imports 615,341,000 pesos 
(invoice values). 

Imports into Argentina from the 
United States for the January-July 
period this year aggregated 283,-663,- 
928 pesos (real values) as compared 
with 200,670,590 pesos for the similar 
period of 1941, while exports to the 
United States were worth 348,525,051 
pesos (market values) as compared with 
305.554,517 pesos for the first seven 
months of last year. 

Argentina exports for the first seven 
months this year amounted to 3,285.- 
000 tons, as compared with 3,703,444 
tons for the January-July period of 
1941, a decline in volume of 11.3 per 
cent. The market value of this year’s 
exports was 1.070,207,000 pesos, as 
against 856,704,000 pesos for the seven 
months last year, an increase in value 


of 24.9 per cent. 


The statistical supplement of the Ar- 
gentine Central Bank reveals a substan- 
tial increase in check clearings for the 
first six months this year, and in trans- 
actions on the stock exchange. Check 


clearings for the January-June period 


aggregated 30,188 million pesos, as com- 
pared with 24,376 million pesos for the 
corresponding period of 1941, while 
stock exchange transactions totalled 
739.163,000 pesos as against 597,638,- 
000 pesos for the similar six months of 
last year. 

Railway receipts for the January- 
June period amounted to 259,077.000 
pesos. compared with 256,949,000 pesos 
for the same six months last year. Tax 
collections increased materially, the 
total for the first half-year being 496,- 
009,000 pesos as compared with 439,- 
127,000 pesos for the corresponding 
period of 1941. 

Argentina’s new internal loan issue 
of 100 million pesos has been an out- 
standing success. The new bonds, 
which bear 4 per cent interest and are 
redeemable in 1983, were offered at 
93.80 and were oversubscribed by 150 
million pesos when the lists were closed. 
In accordance with the decree authoriz- 
ing tke loan, the initial offering of 100 
million pesos was consequently in- 


creased to 200 million pesos. The fact 
that there was a surplus subscription of 
50 million pesos will entail a pro rata 
allotment, but this did not affect sub- 
scriptions up to 20,000 pesos, which 
were allotted fully. 

The success of this internal operation 
is particularly gratifying in view of the 
fact that it is the first issue of Argen- 
tine taxable Creditos since the 1941 
conversion, which introduced the tax 
liability on these government bonds. It 
is notable that applications for the 
bonds represented mainly public invest- 
ment demand. It is pointed out that 
national pension offices and other offi- 
cial departments, which ordinarily are 
heavy investors in Creditos, did not par- 
ticipate in the 200 million pesos offer- 
ing, as their requirements will be met 
out of a third 100 million peso issue 
which has already been authorized, and 
which is being withheld for this pur- 
pose. 


—_— 


BOLIVIA 


Stimulated by higher prices for tin 
exports, Bolivia’s mining industry in- 
creased its production during July, and 
government finances improved as tax 
collections on mineral exports gained. 
Intense activity in the rubber-producing 
areas followed the signing of a contract 
with the Rubber Reserve Co. for the ex- 
clusive purchase of all Bolivian crude 
rubber by the United States.—Foreign 
Commerce Weekly. 


~~ 


VENEZUELA 


The budget for 1942-43, as published 
in the Gaceta Oficial of June 30, esti- 
mated both revenues and expenditures 
at 320,000,000 bolivares. 

The budget law authorizes the execu- 
tive to issue short-term obligations up 
to a total of 28,000,000 bolivares to 
meet possible transitory difficulties of 
the Treasury. These obligations must 
be canceled during the budgetary pe- 
riod. They may not carry an interest 
rate of more than 6 per cent.—Foreign 
Commerce Weekly. 
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Current Conditions in Canada 


ISCUSSING general conditions in 

Canada, the Monthly Commercial 

Letter of the Canadian Bank of 
Commerce, Toronto, for September 
says: 

“Only a slight increase in Canadian 
industrial activity as a whole occurred 
during the past month; our index rose 
from 179 at mid-July to 180 at mid- 
August (1937=100), the percentage of 
factory capacity utilized rising simul- 
taneously from 120 to 121. Our com- 
posite index of activity in September 
1939 registered 100, including, among 
items now figuring largely in the war 
program, 68 for the automotive trades, 
98 for the other iron and steel industries 
and 88 for the non-ferrous metal 
trades. ... 

“With-the progressive curtailment of 
output for civilian consumption and the 
conversion of many types of plant to 
armament production, the development 
of the national war economy is even 
greater than that shown by the figures 
themselves. 

“Our August index records a rise in 
the food-processing group, mainly in 
flour and meats for export. The cloth- 
ing group was unchanged. There was 
a slight recovery in pulp and paper, but 
other wood product industries were less 
active chiefly owing to a decline in saw- 
milling. The automotive trades were 
more active on government orders, but 
some reorganization of the heavy iron 
and steel trades caused a recession in 
that section, slightly lowering the index 
for the group as a whole. 

“Our wage payroll index rose from 
201 for June to 20 for July (1937= 
100), with gains in manufacturing 
mining (chiefly on account of coal) and 
construction, and with losses in logging 
and trade. ... 

“The bumper field crops grown in 
Canada this year weathered satisfac- 
torily most of another critical month. 
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In fact, some improvement is to be noted 
in the condition of backward crops in 
Eastern Canada which more than offset 
local and sectional damage from storms, 
plant disease, insects and frost. These 
damaging elements, however, \ still 
threaten standing crops. Moreover, the 
shortage of farm labor generally is a 
severe handicap, particularly in On- 
tario where large numbers of volunteers 
have had to be called upon to help save 
the heavy crops of hay and grains.” 


Markets and Prices 


In an article on markets and prices 
the Letter says: 

“Following a fairly sharp rise in 
July, wholesale prices receded in 
August to a level about in line with that 
in May, our index registering 92.01 in 
mid-August as compared with 94.04 in 
July and 82.13 in May. Price changes 
were again confined almost entirely to 
certain heavily weighted products of 
the farm. Cash wheat prices rose at the 
beginning of the new season (lst 
August) and have since made fractional 
gains. This advance was, however, off- 
set by lower prices for the coarse grains 
and hay and for new crop potatoes, 
which reached the market in volume. 
Citrus fruits were slightly higher. 

“Purchases by the Wartime Food 
Corporation, together with exports to 
the United States, having reached the 
export quota for the present quarter, 
the Corporation withdrew from the cattle 
market during the latter part of 
August. To encourage an orderly sup- 
ply of cattle and beef throughout the 
year the Corporation was subsequently 
made the sole exporter of beef cattle, 
with power when necessary, to support 
cattle prices in Canada by purchases in 
the domestic market. Average prices 
were slightly lower than in the previous 
month. A new agreement for the pur- 
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chase of Canadian hams and bacon now 
being negotiated with the United King- 
dom provides for an increase of 100 
million pounds to a total of 700 million 
during the new season. Such an in- 
crease would place considerable strain 
on the hog industry, having regard to 
the domestic demand and that from 
Newfoundland and Alaska, the latter to 
avoid long-haul shipping from the 
United States. It is estimated that 10 
million hogs would be required to meet 
the ultimate domestic and foreign de- 
mand in 1943, as compared with the 
anticipated total of 7 million this year 
and actual gradings of 6,216,000 in 
1941. 

“Quotations for dairy produce were 
unchanged. Production of butter in 
June and July was above the figures 
for the same months in 1941, though the 
cumulative output for the first seven 
months of this year was 4 per cent 
below that of last year. Cheese produc- 
lion continues to gain, however, and this 
year’s total exceeds last year’s by nearly 
50 per cent. Cold storage holdings of 
butter as at 1st August were nearly 914 
million pounds less than in 1941; stocks 
of cheese. on the other hand, were more 
than double last year’s figure. Eggs 
advanced quite sharply. 

“Raw cotton was slightly lower on 
the primary market but other textiles 
were unchanged. The increase to 45 
cents an ounce in the purchase price of 
imported silver announced by the United 
States Government will benefit Canadian 
producers of this metal.” 


Bank of Montreal 


The Business Summary of the Bank 
of Montreal, dated September 23, 1942, 
comments as follows on current condi- 
tions in Canada: 


“The growing assurance, as harvest- 
ing proceeds, of a record grain crop in 
the Prairie Provinces, with generally 
abundant crops elsewhere; an enlarge- 
ment and a tightening of the controls 
exercised over every form of business 
enterprise; drastic measures for the 
regulation and allocation of the man- 
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power resources of Canada; and the 
announcement that a Victory Loan 
establishing a new high level in gov- 
ernment issues will shortly be launched 
—these have been the outstanding de- 
velopments of the past month. 

“The Dominion Bureau of Statistics’ 
preliminary estimate of the wheat crop 
forecasts an all-time record yield of 
615,243,000 bushels, which is almost 
double the yield of 311,825,000 bushels 
produced in 1941, and exceeds by 
48.517,000 bushels the previous record 
crop of 566,726,000 bushels harvested 
in 1928. Of the total yield, that of 
spring wheat in the Prairie Provinces 
is put at 587,000,000 bushels, divided 
as follows: — Manitoba, 52,000,000 
bushels; Saskatchewan, 350.000,000 
bushels; Alberta, 185,000,000 bushels. 
The 1942 average yield per acre for the 
three provinces is placed at 28.4 bushels, 
as compared with the previous high 
record of 26 bushels for 1915. Almost 
equally abundant are the yields of coarse 
grains which will assure record supplies 
of feed for livestock. The yield for 
Canada of oats is estimated at 660,- 
716,000 bushels, as compared with 305,- 
575,000 in 1941; of barley, 272,910,000 
bushels, as compared with 110,566,000; 
and of rve, 26,494,000 bushels, as com- 
pared with 11,659,000 bushels. There 
is also forecast a record production of 
flaxseed of 16,981,000 bushels, as com- 
pared with 6,566,000 bushels in 1941. 
The production of hay and clover is 
estimated at 15,498,000 tons, as com- 
pared with 12,632,000 tons in 1941. 
The potato crop in the Central and 
Prairie Provinces is better than in 1941 
and in the other sections about the same 
yield as in 1941 is expected, while the 
prospects of the sugar-beet crop are 
better in Manitoba and Alberta, but 
lower in Ontario than in 194]. 


“The harvesting of the grain crop in 
Eastern Canada is virtually completed, 
but in the prairie region, where the 
season has been late, a large quantity 
of grain is still uncut and some damage 
through lowering of grades by frost has 


been incurred in northern areas. The 
problem of its storage remains acute 
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and is being aggravated by the shortage 
of supplies of lumber for the construc- 
tion of additional storage facilities. 
“The Minister of Agriculture has out- 
lined a two-year agricultural policy 
which has for its object the production 
of sufficient livestock and dairy products 
for domestic needs and for the require- 
ments of Allied countries. The first step 
is to be a new agreement with the United 
Kingdom which will cover larger ship- 
ments of bacon at prices more favorable 
to the producer. Canadian consumers 
have already been asked to reduce their 
consumption of bacon and other pork 
products. A Crown Company, the War- 
time Food Corporation Ltd., is to have 
control of all beef cattle exports and 
efforts are to be made to induce farm- 
ers to market their cattle and thus main- 
tain consumer supplies without disturb- 
ing the price ceiling. By encouraging 
the farmer to produce more livestock, 
as a war measure, the government has 
added to his income. In the first six 


months of this year, as compared with 
1941, cash revenue from the sale of farm 
products in Canada rose from $343,- 


300,000 in 1941 to $399,200.000 in 
1942. Income from wheat sales was 
considerably lower than in the first half 
of last year, but revenue from the sale of 
cattle and calves increased from $53,- 
800,000 to $7,000,000, the hog revenue 
from $62,800,000 to $89,300,000, and 
the income from dairy products from 
$70,200,000 to $97,400,000. Increased 
production and higher prices combine 
to make these totals. 

“The Minister of Trade and Com- 
merce has announced that as from Sep- 
tember 21 some fifty commodities or 
more have been added to the very long 
list of articles and materials which may 
not be exported from Canada except 
under departmental license. The object 
is ‘to aid the united war effort by pre- 
venting exportation to undesirable 
destinations of commodities which are 
in short supply.’ Separately listed are 
commodities which may not go to any 
country except those countries in the 
British Empire or to the United States 
unless permits have been obtained. The 
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acute shortage of power which has de- 
veloped in certain areas has been respon- 
sible for drastic regulations which will 
impose a rigid curtailment upon the us 
of power for street lighting, advertise- 
ments and other purposes not deemed 
essential to the war effort. The same 
shortage, as well as the scarcity of labor, 
has induced the government to place the 
whole newsprint industry under the 
direction of a controller, who will 
allocate production quotas to the differ- 
ent mills and ration them in regard to 
power and labor. There has also been 
decreed a further curtailment of sup- 
plies of gasoline for automobiles used 
for persoral transportation.” 


Royal Bank of Canada 


Some of the human problems involved 
in Canada’s tremendous increase in war 
production are discussed in the Monthly 
Letter of the Royal Bank of Canada for 
September. The Letter says: 

“The recognition of personnel and 
welfare management and its influence 
upon the volume of output is not a new 
feature but the growth of this practice 
in war industries has enormously in- 
creased during the war. The British 
Ministry of Labor has undertaken to 
improve welfare conditions both within 
and outside the factory. Adequate work- 
ing conditions are, of course, the first 
essential, but steps have been taken to 
ensure the provision of medical care and 
hot meals. Conditions outside the fac- 
tories involve: 

1. Proper places for transferred workers 
to. live, in hostels and boarding ‘houses. 

2. Adequate means of securing food. 

3. Facilities for recreation and adult edu- 
cation. 

4. Provision for young children of work- 
ing mothers. 

5. Adequate transport facilities. 

6. Safeguarding of health. 


“In essence, these conditions are the 
basis of civilization and no short survey 
can do justice to their variety and influ- 
ence. The following description of a 
few of the methods which have been em- 
ployed in Great Britain can do no more 
than reveal some of the highlights. 
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One of the major problems and one 
of great current interest to Canadians is 
the provision of care for the children of 
working mothers. We are just starting 
a program of nursery care for such chil- 
dren in Canada. Two methods have 
been employed in Great Britain. Under 
ihe supervision of the local welfare 
authorities, women who are unable to 
take employment in factories look after 
the children of working mothers, either 
as volunteers or “Registered Minders.” 
The number of c hildren cared for by any 
one person must not exceed three except 
under very special circumstances, and 
the plan is limited largely to children 
of pre-school age. W here such arrange- 
ments cannot be made, day nurseries 
or nursery schools are established. The 
organization of these centres is in the 
hands of local authorities, but equip- 
ment and, if necessary, suitable pre- 
fabricated huts are largely supplied by 
the Ministry of Health. The National 
Council for Maternity and Child Wel- 
fare provides organizers to assist in the 
establishment of the centres and the 
available trained nurses and _ teachers 
are aided by partially trained volunteer 
nursery assistants. Existing nursery 
classes have been utilized by the exten- 
sion of their hours of operation and play 
centres are arranged for older children. 
The approved method of caring for chil- 
dren of school age, however, is their 
establishment of boarding schools which 
provide more nearly normal conditions 
of life. These nursery schools and play 
centres also provide breakfast and tea 
under the school meal system. 


The Science of Nutrition 


“The science of nutrition has made 
tremendous strides since the war of 
1914-1918. The rationing system has 
been directed, in so far as is possible, 
toward the provision of an adequate, 
balanced diet. For chiidren this is sup- 
plemented by special allotments of avail- 
able supplies of essential foods, such as 
oranges, and by the National Milk 
Scheme. Under this latter plan, one 
pint of milk daily, free for low income 


groups and at a reduced price for others, 
can be secured by all children under 
five and by nursing and expectant 
mothers. This has been accompanied by 
severe restriction on adult consumption 
of milk. The provision of hot meals in 
schools, as well as in the nurseries, has 
been greatly extended since the begin- 
niing of the war and by July 1942, 
1,000,000 children were rec eiving such 
meals. 

“The provision of hot meals is by no 
means restricted to children, nor are 
they confined to the emergencies follow- 
ing air raids. The dislocation of home 
life due to the transfer of labor and the 
employment of women in war work, the 
needs of civil defense workers, the cut- 
ting off of gas and electricity by raid 
damage, all contributed to the need for 
restaurants, where inexpensive but well- 
cooked food could be obtained. The 
Ministry of Food has set up communal 
feeding centres, the so-called “British 
Restaurants.” where well-balanced meals 
can be secured for an average price of 
twenty-five cents. Well over 1.000 such 
restaurants are now in operation. The 
latest development in community feed- 
ing has been the provision of delivery 
service, whereby hot, prepared meals are 
provided in isolated districts and out- 
lying villages too small to require a 
complete restaurant. These restaurants 
and canteen vans are not restricted to 
any group, but provided for all classes 
of civilians who might not otherwise be 
able to secure hot food.” 


New Business for the 


Trust Department 


By T. T. WELDoNn 
A complete treatise on the adver- 


tising problems of the trust 


department 
Price $5.00 


BANKERS PUBLISHING CO. 
465 Main St., Cambridge, Mass. 
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FINANCIAL COMPOUND INTEREST AND 
ANNUITY TABLEs. Boston, Mass.: 
Financial Publishing Company. 1942. 
pp. 884. $8. 


THE publishers announce that this new 
book contains the most extensive collec- 
tion of compound interest, present worth 
and annuity tables ever before published 
in a single volume. Some of the fea- 
tures of this volume are: 

Tables for eighty-two separate inter- 
est rates ranging from 1 per cent com- 
pounded monthly (t.e. 1/12 per cent 
per cent per month) to 10 per cent 
compounded annually. 

Tables run to 360 periods wherever 
rates would be used for monthly work 
(i.e. 30 years of 12 months or 360 pe- 
riods); elsewhere to 240 periods for 
quarterly work, and 120 periods for 
annual work. 

Entries are calculated to 10 decimal 
places, the greatest number of decimals 
ever published for compound interest 
calculations, according to the pub- 
lishers. 

The six customary tables all appear 
on facing pages. By referring to any 
given rate and term the user can find 
all six tables on the two facing pages 
to which he opens, which prevents 
searching in two or more places. 

Seventy-eight separate problems and 
solutions supply guide patterns for 
answering most typical questions aris- 
ing in the financial world. 

This volume should be of great value 
to bankers for computing growth of 
money deposits, loan payments, etc. 
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Brief Reviews 


FiscaAL PLANNING FoR ToTaL War. By 
W. L. Crum, J. F. Fennelly and L. H. 
Seltzer. New York: National Bu- 
reau of Economic Research. 1942. 
Pp. 358. $3.00. 


Tuis is the first volume of the National 
Bureau's Fiscal Policy Series. It pro- 
vides an illuminating analysis of the 
current problem of financing the war 
and discusses, in painstaking detail, 
taxation, borrowing and other impor- 
tant phases of the war finance program. 
The desirability of a program of heavy 
taxation, the necessity for a moderate 
measure of government borrowing, and 
the relative importance of these two 
items in relation to the ever-pressing 
problem of inflation, are clearly out- 
lined. 

The results of the study indicate that 
taxes of no less than $40 billions should 
be levied for the 1943 fiscal year if in- 
flationary tendencies are to be avoided. 
Through such a policy of sacrifice, the 
danger of a general breakdown in the 
wartime price control system could be 
avoided. It is also observed that not 
more than $35 billions can be borrowed 
without inviting the possibility of a seri- 
ous rise in the cost of living and a gen- 
eral puncturing of established price 
ceilings. 

The report deals at great length with 
the subject of taxation, the groups on 
which added income taxes may be levied, 
the types of taxation that should be 
utilized, and excess profits taxes. It is 
a work of great value and tremendous 
practical importance. 
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THe AcE oF ENTERPRISE. A SOCIAL 
HisToRY OF INDUSTRIAL AMERICA. By 
Thomas C. Cochran and William 
Miller. New York: Macmillan. 1942. 
Pp.. 394. $3.50. 

Tuis outstanding contribution to Ameri- 

can history is at once a highly readable, 

challenging and original book. It enter- 
prets American culture from a new point 
of view, stressing the effects of the ma- 
chine and industrial practices upon 
social and cultural life, habits of 
thought, and so on, since the time of 

Alexander Hamilton. Here industrial 

and other business activities appear in 

their true dynamic relationship to our 
cultural life. 

Until now most general historians 
have failed to recognize the formative 
influence of business, while business 
historians have neglected to note the 
social implications of their subject. 
Here. in a most revealing way, are 
traced the social, economic, and politi- 
cal effects of the development of indus- 
try in the United States. 

Both authors teach in the Depart- 
ment of History of New York Univer- 


sity and have been gathering material 
for this book for several years. 


THE DECENTRALIZATION OF SECURITIES 
ExcHances. By Jacob O. Kamm. 
Boston: Meador Publishing Co. 1942. 
Pp. 179. $2.00. 


THis is a survey of the economic forces 
affecting the securities exchanges of the 
United States. Included in the study 
is an historical and functional analysis 
of the positions of the New York Stock 
Exchange, the New York Curb Ex- 
change, the over-the-counter markets 
and the seventeen regional securities 
exchanges. 

Naturally enough, the author devotes 
considerable discussion to the influence 
of the Securities and Exchange Commis- 
sion on decentralization. Other forces, 
such as efforts by the New York Stock 
Exchange to increase trading in its own 
confines and, on the other hand, at- 
tempts of the regional exchanges to 
strenzthen their own economic position, 
are also reviewed. 
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We Must Know 
Foreign Languages 

1. To do business with South 
America 


2. To improve relations with 
our Allies 

3. To prepare for peace- 
time reconstruction 


America needs men and women who 
speak Spanish, Portuguese, Russian, 
French, German, Italian, Japanese, 
or Chinese! Master your chosen 
language at Berlitz. 


For 64 years Berlitz has never failed! 


BERLIT SCHOOL OF 


LANGUAGES 
New York 


630 Fifth Ave. 
International Bldg., Rockefeller Center 
BROOKLYN 


66 Court Street 
AKRON 2302 First Central Tower 
BALTIMORE Baltimore Life Building 
Boston 140 Newbury St. 
CHICAGO 30 North Michigan Avenue 
CLEVELAND Leader Building 
DETROIT David Whitney Building 
MINNEAPOLIS 628 Nicollet Avenue 
NEWARK 790 Broad St. 
PHILADELPHIA 226 S. 15th Street 
PITTSBURG Grant Building 
San Francisco 209 Post Street 
WASHINGTON Hill Bldg., 17th & Eye Sts. 


Mr. Kamm’s work represents the first 
published investigation of the forces 
of decentralization as applied to the 
securities exchanges. It is a contribu- 
tion of definite value in the field of 
economics and finance. 


RESEARCH AND Post-WAR PLANNING IN 
THE U.S. A. Published by the Inter- 
Allied Information Center, 610 Fifth 
Avenue, New York City. A series of 
reports consisting of Survey of Agen- 
cies, 3 volumes, $2.10; Bibliography, 
3 volumes, $2.25. 

Economists and students of post-war 

planning will find these brochures of 

great assistance in furnishing a list and 
description of those research agencies 

interested in the subject, as well as a 

comprehensive tabulation of recent ma- 

terial dealing with the topic. 

The list of agencies in the United 
States covered in the survey comes 
under three headings, non-official, inter- 
national and non-American. Subsequent 
reports of the council will include a list 
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The Practical Operation 
of a 
Small Bank’s Credit 


Function 


By 
JOHN WETZEL 
Comptroller, 


The Bayside National 
Bank, Bayside, N. Y. 


ERE at last is a book on bank 

credit procedure for the use of 
smaller banks. In writing it the 
author had in mind the small 
interior bank with total assets of 
from one to ten millions, employ- 
ing in its credit department a 
maximum personnel of an execu- 
tive officer and one or two clerks. 


It is intended to be a manual of 
operations —a manual that will 
meet the restrictions of a small 
bank’s credit facilities and yet be 
consistent in its recommended 
procedure with good credit man- 
agement practices and able to 
stand the test of bad times with a 
minimum of loss. 


Send for a copy on 5 days’ 
approval and judge for yourself its 
every-day usefulness in your bank. 


Price $1.75 delivered 
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BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 


Please send me on approval a copy of 
“The Practical Operation of a Small 
Bank's Credit Function” by John Wet- 
zel. At the end of 5 days I will either 
remit $1.75 or return the book. 


of government agencies, as well as 
agencies working abroad. 

The Bibliography divides the material 
tabulated into three main periods, War, 
Immediate Postwar, and Reconstruc- 
tion. Each of these classifications is 
further broken down into subgroupings 
covering military, social, economic and 
other phases of the topic. 

The council is performing a distinct 
service as a clearing house for informa- 
tion on post-war reconstruction studies. 
Further volumes will be issued as addi- 
tional information is assembled. 


FRONTIER BY AiR. BRAziL TAKES THE 
Sky Roap. By Alice Rogers Hager. 
Photographs by Jackie Martin. New 
York: Macmillan. 1942. Pp. 243. 
$3.50. 

In her previous book, “Wings Over the 

Americas,” Mrs. Hager described the 

development of aviation in _ Latin 

America. Later, the Brazilian Govern- 

ment invited her to come as its guest 

to write of the remarkable pioneering 
job it is doing in the air. 

In this book Mrs. Hager tells the story 
of Brazil, a nation which, with many 
thousands of square miles of territory 
virtually inaccessible by ground routes, 
has had the vision to take wings to con- 
quer its wilderness. 

The book is stirring adventure as well 
as a sound contributicn to the under- 
standing of the economic and cultural 
development of a nation vitally im- 
portant to the United States. Given the 
use of Air Force planes and flown by 
military pilots, Mrs. Hager traveled 
15,000 miles by air, from the coast to 
the Mato Grosso, up the Amazon to 
storied Manaos, south to the mate, cof- 
fee, and cattle fazendas, and the great 
cities of the interior. There are glimpses 
of Indian life. of frontier Air Force 
stations, of life in the heart of the 
jungle. The men and women of Brazil, 
from Getulio Vargas, dynamic presi- 
dent, to the hard-pressed and heroic 
workers of the arid regions of the north- 
east, are presented as human beings in 
search of their destiny. 

Jackie Martin, distinguished news 
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photographer, who accompanied Mrs. 
Hager. has added a remarkable pictorial 
eenil of a nation at the crossroads be- 
tween the economy of the pioneer and 
that of modern industrialism. 


Money AND BankING 1940-42. League 
of Nations Publication. New York: 
International Documents Service, 
Columbia University Press, 2960 
Broadway. 1942. Pp. 202. $3. 


PREPARED by the League of Nations 
Economic Intelligence Service, this vol- 
ume is a compendium of the published 
banking and monetary statistics of the 
world for the period from 1938 to 
March, 1942. It will meet the needs of 
bankers and students of economics who 
are looking for reliable and up-to-date 
figures concerning recent monetary and 
banking developments. The volume 
contains summarized accounts of nearly 
all the central and commercial banks in 
Continental Europe. most of which have 
so far not been available in the United 
States. 

In Part I are given quarterly data on 
currency. banking, and money sates for 
some 50 countries. Part II contains 
annual accounts of central banks and 
annual aggregate balance-sheets of the 
commercial banks of 44 countries, 
carried in most cases up to the end of 
1941. The figures are accompanied by 
brief notes explaining the data given 
and summarizing recent legislative 
changes. 


STRATEGIC a IN HEMISPHERE 
DEFENSE. By M. Hessel, W. J. 
Murphy and F. c Hessel. New 
York: Hastings House. 1942. Pp. 
235. $2.50. 


EverY one of us uses and depends on 


supplies of essential materials. The 
war has brought home to Americans, for 
the first time, our ignorance and lack of 
preparation. While newspapers and 
periodicals told us the facts, dullness of 
statistics prevented our ccmprehending 
their importance. 

This book makes crystal clear to every 
reader the complex story of supply. In 
it are discussed the fourteen strategic 


and fifteen critical materials on the 
Army’s list, their sources, potential 
sources, their uses and our needs. Pic- 
tograph diagrams have been used to 
translate the figures into visual compari- 
sons which will stick in your memory. 
Special emphasis is placed on consumer 
goods, and the effects on the home and 
average citizen. 

The rise in war production from 150 
millions of dollars to 3,500 millions be- 
tween June 1940 and May 1942 is not 
enough for victory. Only by knowing 
the facts can we prepare. Here is a 
book which tells the true situation. 


Tuts WaR Is THE Passion. By Frances 
Caryll Houselander. Foreword by 
Leonard Feeney, S. J. New York: 
Sheed & Ward. Pp. 185. $2. 


To many spiritual people the war pre- 
sents a challenge—a challenge of how 
to reconcile their spiritual ideals with 
the intense forces of hatred and bitter- 
ness which the war has engendered. 
Here is a sincere, moving book which 
tells how a young English Catholic 
views the war and how she has found 
inner grace and courage. 

Here are a few samples of Miss 
Houselander’s own writing: 

“Things have happened which have 
changed the course of our lives forever. 
Of course I do not mean that after the 
war we shall go on doing the things 
we are doing now. 1 do not mean that 
large numbers of people will walk about 
the streets in tin hats, forever. Oh no! 
Just now the world is metaphorically 
mad, standing on its head. forced to be 
mad that it may be at all. But after 
the war we shall stand cn our feet and 
take off our tin hats). AFTER THE 
WAR, What will have happened to the 
mind under the tin hat? .. . First of all 
we can be rid of some false ideas on 
prayer. Do you think that because 
Christ was not on his knees at the Last 
Supper. that he did not pray? Do you 
not realize that when He was on the 
cross, His hands and feet prayed? . 

As He looked at the world from the 
cross and saw those sinners who had 
brought evil into the world, and not 
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only those of his own day but of our 
day, He saw them as people themselves 
wounded by evil, twisted out of shape, 
mutilated, too much hurt to be able to 
put themselves right. The love, so 
readily and abundantly responsive 
through continual use among His 
friends, flowed out to these sinners; the 
same love, the love that compelled men, 
even unconsciously to be His friends . . 

I do not hesitate to speak as if it were 
the last time, and to echo Christ’s final 
words to His apostles, His last com- 
mandment: “Little children, love one 
another.” This is the first and last voca- 
tion of every Christian, to love, and all 
other vocations are only a shell in which 
this vocation, to love, is protected. So 
whatever part each of you plays in the 
war, it must be done only as a channel 
through which love is poured. Love 
alone, love only can save us from being 
swamped and swept away by the evil 
passions that war must let loose—hate, 
fear, despair. . . . It comes to this. The 
sight of suffering inflicted on innocent 
people fills us with a kind of violent 
energy, and that energy can very easily 
turn to hate, but if we like we can 
turn it to love instead. And that can 
be done in the simplest way possible; 
instead of working ourselves up into a 
fury and exhausting the extra energy 
we have got, we can spend it in doing 
something to relieve the suffering that 
provoked it.” Of the pious person who 
Shrinks from life she has this striling 
phrase: “He desires,” she says, “merely 
to exist: to pickle himself, as it were, 
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in piety, like a gherkin in vinegar, 
awaiting the eternal Feast.” 


THE CONTENTS OF 325 EMPLOYE Maca- 
ZINES and EMPLOYE MaGaziINEs. New 
York: Policyholders Service Bureau, 
Metropolitan Life Insurance Com- 
pany. 1942. Gratis. 


EMPLOYE magazines have proved to be 
one of the best mediums for stimulat- 
ing and maintaining employe morale, 
particularly in emergency times such 
as these. Reading about their own and 
their company’s contribution to the war 
effort stimulates employes’ pride and 
spurs them on to greater effort. “The 
Contents of 325 Employe Magazines,” 
issued by the Policyholders Service Bu- 
reau of the Metropolitan Life Insurance 
Company. discusses and illustrates in 
considerable detail the nature of the ma- 
terial currently being used in a great 
variety of employe papers. 

This report is the second of a series 
on the subject of employe publications 
issued by the bureau in recent months. 
It is concerned with contents of employe 
publications and methods of checking 
employe interest. It is based on a review 
of 325 American and Canadian publica- 
tions supplemented by consultations 
with the editors of 88 publications. The 
report includes a table which sum- 
marizes, under various headings and sub- 
headings, the types of material found 
in the publications studied. Each type 
of material is discussed and illustrated: 

The first report of the series, “Em- 
ployee Magazines,” discusses the setup, 
physical characteristics and _ editorial 
policies of representative employe maga- 
zines and newspapers published by 277 
companies. 


® 


“History may well establish the fact that 
the second world war was won because, 
backing up the valor and skill and sacri- 
fices of the armed forces, were the un- 
paralleled experience and_ production 
ability of American industry, as typified 
by the great industrial organizations 
which have characterized American enter- 
prise and made its industrial development 
the envy of the entire world.”—Alfred P. 
Sloan, Jr., chairman of General Motors. 
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RATIONING ... 


OPA Will Test Use of Banks to Handle 
Ration Paper and Issue ““Checks” on It 


RATION-BANKING plan to facili- 
tate and safeguard the handling of 
ration coupons in trade channels 
after use by the consumer has been de- 
vised for nation-wide use by the OPA 
and will be tested first for a six-week 
period in the Albany-Schenectady-Troy, 
N. Y., area beginning within a month. 
In making the announcement, Price 
Administrator Henderson said the plan 
contemplates use of all the state and 
national bank and clearing house facili- 
ties of the nation. It has been worked 
out by the OPA with the codperation 
and approval of leading bankers, the 
Federal Reserve Board, Comptroller of 
the Currency, and the Federal Deposit 
Insurance Corp., and bears the approval 
of the Superintendent of Banking of New 
York State. 


Will Simplify Operations 


Nation-wide operation of the plan, 
Mr. Henderson said, will remove from 
the local War Price and Rationing 
Boards the tremendous burden of count- 
ing and clearing the hundreds of mil- 
lions of rationing stamps now coming 
into their hands each month under sugar 
rationing, and gasoline rationing in the 
east, and will facilitate the operation of 
all future rationing programs requiring 
use of coupons. He said it will prove 
of great value to business men who now 
frequently have to wait in line at their 
ration board offices to turn in their 
coupons. 

The ration-banking plan provides for 
the deposit of ration coupons just as 
currency is deposited in the bank by 
business men, with subsequent transac- 
tions handled by checks. The con- 
sumer’s use of the coupons is in no way 
affected, the control starting. in the case 
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of sugar coupons, with the retailer, and 
in the case of gasoline, with the whole- 
saler. Cost of the services rendered by 


the banks will be borne by the OPA. 
Ration Banking Accounts 


“The plan visualizes that each sugar 
and gasoline merchant, except gasoline 
retailers, would open a ration banking 
account at a bank, where he would de- 
posit all ration credits received from 
consumers or other traders. These 
credits would then be transferred against 
the movement of rationed merchandise 
by the use of non-negotiable ‘transfer 
voucher’ drawn by the buyer to the 
account of the seller, who in turn would 
deposit it for credit in his own account. 
The voucher would then be cleared back 
to the bank on which it was drawn for 
debit to the maker’s account.” 


mire mm fae. 


BUY CHRISTMAS SEALS 
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A.B. A. HOLDS CONVENTION 
IN PRINT 


Highlights of War-Time Banking Problems Arranged by Topics 


ECAUSE of war-time transporta- 
B tion difficulties, the sixty-eighth 

annual convention of the Ameri- 
can Bankers Association was not held 
in Detroit as originally planned, but 
those who would have participated in 
the convention proceedings were asked 
to contribute their thoughts and studies 
to a “convention in print” which was 
held in the pages of the association’s 
oficial journal, Banking. 

For the convenience of its readers, 
THE BanKERS MacazIneE has condensed 
this material and arranged it by topics 
for quick and ready reference. 


LOAN PROBLEMS AND 
OPPORTUNITIES 


Loans on Receivables 


Some bankers have felt that when a 
manufacturer has been awarded a Gov- 
ernment contract, and the contract has 
been properly assigned to the bank in 
accordance with the Assignment of 
Claims Act of 1940, any loans made 
against the contract are good as gold. 
Nothing could be further from the 
truth. There is not one iota of doubt 
that the Government can and will pay, 
if the materials are made and delivered 
in accordance with the contract specifi- 
cations. But the Government is not 
going to pay for something it has not 
received, or which does not meet its 
specifications, assignment of contract or 
no assignment of contract. Therefore. 
the fundamental in the assignment of 
contract as to its collateral value de- 
pends almost entirely upon the contrac 
tor’s ability to produce. Therefore. if 
advances are made only against the re- 


ceivables arising under assigned con- 
tracts, the elements of risk are greatly 
reduced. 

Few are the loans that can be classi- 
fied as 100 per cent safe, and yet if 
properly handled and serviced, loans 
made against the receivables arising 
under Government contracts come close 
to approaching this goal. Many are 
the concerns that are in need of this 
type of financing, if only the banker 
will take the time and effort to find 
them. If he will do this, his experience 
in handling receivables in connection 
with “V” loans and contract loans will 
shed a new light on this subject, and 
will prove to him that accounts receiv- 
able financing has a rightful place in 
our economic strucure.—Harry C. Cul- 
shaw, assistant vice-president, The 
Pennsylvania Company, Philadelphia, 


Pa. 


Field Warehousing 


There are many ways and means to 
obtain collateral to a loan, and a favor- 
ite method for concerns not financially 
powerful is the inventory or commodity 
loan, which can be secured by field 
warehouse receipts and/or trust  re- 
ceipts. 

Many studies of the field warehouse 
system have been published, and one of 
the best is Commercial Bank Manage- 
ment Booklet No. 24, prepared by the 
Research Council of the American 
Bankers Association. On page 10, in 
the chapter “Field Warehousing is Flex- 
ible, Economical and Efficient.” it is 
stated: “A field warehousing arrange- 
ment should be considered only in con- 
nection with raw or finished merchan- 
dise and goods in process should not 
be considered under such an arrange- 
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ment. It would be practically impossi- 
ble for the holder of warehouse receipts 
or a field warehousing company to 
keep complete control over goods in 
process.” 

This shortcoming of the field ware- 
house receipt is remedied by the trust 
receipt in the states that adopted the 
Uniform Trust Receipts Act, viz: Cali- 
fornia, Connecticut, Illinois, Indiana, 
Maryland, Massachusetts, Nevada, New 
Hampshire, New Jersey, New York, 
Oregon, Pennsylvania and Tennessee, 
in which states a security interest is a 
legal basis for a valid trust receipt. 

The Uniform Trust Receipts Act sub- 
stitutes a security interest for owner- 
ship interest which extends the use and 
the rights of the trust receipt consider- 
ably as shown in the following exam- 
ples: 

A banker who makes a loan against 
inventory represented by a field ware- 
house receipt can now release part or 
all of the warehoused collateral against 
a trust receipt and remain protected 
as against general creditors in case of 
bankruptcy without recording such lien 
separately, while formerly and at pres- 
ent in states which have not adopted 
the Uniform Trust Receipts Act, a chat- 
tel mortgage interest only is retained 
which must be recorded and filed to be- 
come enforceable unless the merchan- 
dise was the property of the banker be- 
fore warehousing. 

Many manufacturers do not have suf- 
ficient working capital to pay for all the 
material and labor needed, and it re- 
quires financial help by city and coun- 
try banks to place the necessary funds 
at the disposal of the contractor anxious 
to complete Government orders, and ‘it 
will need warehouse and trust receipts 
to collateralize these loans before the 
amounts to become due from the Army, 
Navy or Maritime Commission can be 
assigned as collateral for the protection 
of the depositors’ money. 


It may become necessary to use the 
means of assigned accounts receivable, 
field warehouse receipts, trust receipts, 
chattel mortgages on machinery and 
equipment, real estate mortgages, and 
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whatever collateral is available to make 
the loan safe and sound. 

The only manner in which merchan. 
dise already in the possession of a man- 
ufacturer who wishes to secure a loan 
against it can be made the subject mat- 
ter of a trust receipt transaction is by 
warehousing it. The merchandise can 
be placed in a field warehouse, the field 
warehouse receipt can be given to the 
banker as collateral for a loan. and can 
subsequently be released by the banker 
under a trust receipt arrangement for 
the processing and collection of the 
proceeds of the finished article—Chris. 
tian Djorup, financial writer and ana 
lyst. 


War Production Loans 


The A. B. A. in June sent to each 
bank Special Bulletin 85, entitled “War 
Production Loans,” which discussed in 
detail Regulation V loans, and particu- 
larly the guarantee agreement the bank 
receives when such a loan is consum- 
mated. It is assumed that all banks are 
generally familiar with the bulletin. 
Following are some of the principal 
points included in or significant to the 
guarantee: 

1. Any borrower engaged in or 
about to engage in work necessary for 
the prosecution of the war, be he prime 
or sub or sub-sub, is eligible for a V 
loan. 

2. The guarantor is the actual serv- 
ice concerned. The Federal Reserve 
Bank acts only as fiscal agent. A fee 
for the guarantee is paid by the bank to 
the service and ranges from 10 per cent 
to 40 per cent of the interest collected. 
The larger the guarantee, the higher the 
fee, so a further incentive is given to 
the bank to take as large a share of the 
loan as possible. 

3. The Government will repurchase 
unconditionally within 10 days after 
demand the guaranteed portion of the 
loan. Such demand can be made at any 
time prior to maturity, and in any event 
not later than the sixtieth day after 
maturity. 

4. In case the borrower’s contracts 
are canceled at convenience of Govern- 
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ment, the bank is further protected by 
the so-called stepladder clause of Sec- 
tion 5, which, if not less than 25 per 
cent of the borrower’s war contracts are 
canceied, reduces the unguaranteed por- 
tion of the loan in the same proportion 
as the percentage of orders canceled 
bears to the total of unfilled orders. 
Thus, if a loan was initially 60 per cent 
guaranteed and half of the borrower’s 
war orders were canceled, the bank’s 
guarantee would be raised to 80 per 
cent. If all the orders were canceled, 
as would probably happen on termina- 
tion of the war, the guarantee would 
accordingly become 100 per cent. 

5. The borrower is likewise pro- 
tected in event of cancellations at con- 
venience of the Government of 25 per 
cent or more of his contracts by being 
allowed a waiver of interest and exten- 
sion of maturity on related loans until 
he has settled with the Government on 
account of the cancellation. The per- 
centage of his loan so extended is equal 
to the percentage of his war contracts 


canceled. Thus, if he was borrowing 
$100,000, and half of his orders were 
canceled, $50,000 would promptly 
be extended. The bank may choose to 
hold an extended portion upon which 
the Government will pay interest or may 
tender it for repurchase under the guar- 
antee. This important protection to 
the borrower is apart from the clauses 
on termination. of contract which’ he 
may have in his contract if he is a 
prime contractor. it is apparent how 
very helpful it is to all prime and sub- 
contractors to be able to postpone pay- 
ment of borrowed funds until they have 
settled cancellation claims with the Gov- 
ernment at an indefinite future date. 

6. The bank services and polices the 
loan. The borrowers’ contract is with 
the bank. 

A study of Bulletin 85 and the guar- 
antee agreement will develop many 
other important points. It should be 
clear, however, from the statements 
above, that Regulation V is good for 
the bank and good for the borrower, 
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meanwhile performing its vital and pa- 
triotic function of speeding war produc- 
tion. It is a good guarantee, and un- 
der it no contracior producing some- 
thing which the services need will be 
left unfinanced. It should do much in 
helping many small concerns weather 
the transition from civilian to war pro- 
duction—Mark A. Brown, vice-presi- 
dent, Harris Trust and Savings Bank, 
Chicago, Ill. 


Smaller War Plants 


The Smaller War Plants Corporation 
is authorized to obtain orders from the 
procurement agencies of the Govern- 
ment and distribute them among the 
unused manufacturing facilities. The 
SWPC may bid for contracts, and upon 
certification of the chairman of the War 
Production Board the procurement 
agencies must award these contracts to 
the SWPC. The SWPC may then dis- 
tribute these orders where it believes 
they can be efficiently executed within 
the time and quality limits required by 
the services. In determining the loca- 
tion of facilities which may be used, 
the SWPC has available to it the very 
thorough census of facilities which was 
built up during 1941 by the Defense 
Contract Service and the Division of 
Contract Distribution. 

The SWPC is also granted a capital 
of $150,000.000 to be used to finance 
the adaptation and conversion of indi- 
vidual concerns, and groups and 
“pools” of concerns, so that they may 
place themselves in a position to par- 
ticipate in the common effort. Funds 
may be borrowed for the acquisition 
of equipment or the SWPC may lease 
equipment and facilities so that these 
concerns may be well-rounded and fully 
competent to perform the required du- 
ties. Provision is also made for the 
supplying of working capital. The Bu- 
reau of Finance will continue its ad- 
visory functions, so that advances made 
by the SWPC will consist not only of 
a single credit operation, but will sup- 
ply financial advice and assistance dur- 
ing the life of the war contracts entered 
into by individual firms and groups of 
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firms. In this way, bottlenecks of a 
financial nature may be eliminated and 
production speeded.—Bradley D. Nash, 
chief, Bureau of Finance, War Produc. 
tion Board. 


Assigned Accounts 


It is not hard to understand why the 
average banker has looked with disfa- 
vor upon accounts receivable financing. 
He generally associates it with an un- 
secured loan which has gotten into trou- 
ble and on which the bank has taken 
receivables to secure itself against a 
possible loss. 

In considering the advisability of 
loaning a customer money on receiv- 
ables, the first consideration the bank 
must have is that it is a loan which will 
demand considerably more attention 
than the average loan based on a state- 
ment where the ratio is two or three to 
one, or better, and where the company 
is in excepticnally healthy condition. 
There are many companies whose in- 
creasing sales demand larger bank ac- 
commodations than their statement war- 
rants. These are undoubtedly deserv- 
ing of consideration and should be al- 
lowed to use their receivables to secure 
such a loan. 

In order to understand a man’s needs 
and watch his progress, it is necessary 
to get financial statements much oftener 
than on the ordinary unsecured loan. 
In fact, in many instances, we ask for 
monthly statements and never less than 
quarterly, because the purpose of the 
borrowing should be to take care of in- 
creased business. At our bank, before 
we take on a receivable loan, we ask 
the customer to prepare for us a cash 
budget showing what his approximate 
requirements are over a period of six 
months, based on his estimate of his 
sales program. 

It is necessary to police the accounts 
with your own field auditor, not pri- 
marily to catch dishonest acts, but to 
catch normal mistakes which can hap- 
pen in remittance of checks belonging 
to the assigned accounts. Therefore, it 
is not wise to hase the charges on such 
borrowings as you would on an unse- 
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cured loan. Our rates vary from a 6 
per cent interest rate, with a service 
charge of 14 of 1 per cent of the re- 
ceivables hypothecated, to a 6—3 rate, 
which means 6 per cent per annum in- 
terest and 3 per cent per annum serv- 
ice charge. In both instances, we con- 
sider the service charge not as interest. 
but as the cost of servicing the account. 
—R. L. Redheffer, president, Merchan- 
dise National Bank, Chicago, IIl. 


Food-for-Freedom 


All bankers who have participated in 


the financing of the 1942 Food-for- 
Freedom program, or lent encourage- 
ment to it, can also be justly proud of 
their efforts. The timely efforts of the 
American Bankers Association were 
most helpful in mobilizing the resources 
of the banks in support of this impor- 
tant part of our war activity. This ef- 
fort has received the wide support of 
farmers, agricultural leaders and others 
concerned with the unprecedented tasks 


assigned to American farmers and the 
related food industries. 

All who have used the A. B. A. man- 
ual, “How Banks Can Assist in the 
Food-for-Freedom Program,” recognize 
that it contains suggestions of continu- 
ing value in the field of agricultural 
lending. As the war proceeds, the spe- 
cific production goals will be adjusted 
to new conditions. But the necessity 
for continuous codéperation on all fronts 
to meet these goals becomes increas- 
ingly imperative. 

Since the manual was issued in 
March, 1942, over 2,000 county meet- 
ings have been held in conformity with 
the suggestions set forth in the manual. 
These meetings have provided bankers 
with opportunities to assist the county 
and state United States Department of 
Agriculture war boards in their efforts 
to attain the needed expansion in food 
production. Reports from all parts of 
the country confirm the effectiveness 
of this type of codperation between 
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bankers, farmers and official agencies. 
—Jesse W. Tapp, vice-president, Bank 
of America, N. T. & S. A., San Fran- 
cisco, Calif. 


—_— 


THE A. I. B. IN WAR TIME 


Special emphasis will be placed upon 
meeting the demands of the vast num- 
ber of women coming into the banks. 
It is not surprising to hear that in many 
places half of a bank’s personnel con- 
sists of women, many of whom are do- 
ing a fine job. Through our women’s 
activity, every effort will be made to 
offer a sound banking education to 
these bank women. 

Institute courses are provided for ev- 
ery new employe, and we are bringing 
more women into chapter administra- 
tion to give them this valuable experi- 
ence. 

Our seminar program will be ex- 
tended to interest the graduates of the 
Institute and other senior men and 
women. This program will include a 
topic on the issuance of War Savings 
Bonds in order that the bank people 
may become more familiar with the han- 
dling of the securities, an operation 
which already has reached enormous 
proportions. 

Through our public relations activ- 
ity, much emphasis will be placed upon 
appealing to the public to buy more 
War Bonds, in codperation with state 
and local associations. This group is 
thoroughly organized to lend every as- 
sistance through the medium of the 
radio, schools, and clubs te get the 
public more conscious of the purpose 
of the bonds and their attractiveness as 
an investment. 

Behind these activities our publicity 
group will lend color and war-time fla- 
vor to the Institute in the press and in 
local magazines, and will encourage the 
local chapter publications to devote 
space to war-time topics, and particu- 
larly stress the purchase of War Bonds. 
In fact, all of our activity is directly or 
indirectly spiced with a flavor of patri- 
otism which is entirely in keeping with 
the magnificent effort the banks are 
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making to aid the Government to win 
the struggle. It is a total war, and 
everyone must do his or her part!— 
David E. Simms, national president oj 
the American Institute of Banking, and 
acting manager of the Salt Lake City 
Branch of the Federal Reserve Bank oj 
San Francisco. 


oa 


BANK COMPETITION 


Since 1935, the American Bankers 
Association has given continuous con- 
sideration to Government lending agen- 
cies, and to the extent and nature of 
their competition with chartered banks. 

The problem must be viewed realisti- 
cally. In 1933, debtors found them- 
selves unable to pay, and creditors, in- 
cluding banks, found themselves unable 
to collect. In this extremity, the Gov- 
ernment stepped in to bridge the gap, 
and out of that distress many of the 
Government agencies emerged. While 
we in the banking business thought 
many of these agencies were but emer- 
gency institutions, no such thought was 
in the mind of those who had long held 
the contrary view. There has always 
been a large group in this country 
which has felt that agriculture should 
have its own codperative credit sys- 
tem. In the financial stress of 1933, 
therefore, the opportunity was afforded 
to bring these agencies into being, and 
not altogether without the blessing and 
support of bankers themselves. As a 
matter of fact, loans by these agencies 
played no smal! part in relieving banks 
of what were then thought to be frozen 
assets, and thus these agencies made a 
large contribution to the reopening and 
rehabilitation of many banks, and ma- 
terially assisted in the rapid liquida- 
tion of some banks which did not re- 
open after the bank holiday. Now that 
the distress is a matter of history, we 
should not be surprised to find these 
agencies endeavoring to perpetuate them- 
selves. It is typical of many Government 
institutions, once established, that they 
become a permanent part of the financial 
structure. The war, of course, has 
further complicated the situation. 


BANKERS MAGAZINE for October, 19% 





Those of us in banking have no di- 
vine right to a monopoly on the grant- 
ing of credit. Small loan companies, 
building and loan associations, credit 
unions, etc., are accepted by us as a 
legitimate part of the financial commu- 
nity. Codperative credit organizations 
should have an equal opportunity in a 
free country. What we in the banking 
business have a right to demand is that 
all of such institutions be subjected to 
rules and regulations, supervision, tax- 
ation, and such other responsibilities 
of corporate citizenship as are required 
of our banks. That is to say, we have 
no fear of competition from Production 
Credit associations or any other insti- 
tution of its kind if subsidies are with- 
drawn. We do object to the payment 
of taxes which are used for underwrit- 
ing our own competition. It is inequi- 
table, unfair and un-American. As one 
banker very aptly put it, “We feel a 
bit abused, to say the least, when we 
spend our time selling Government 
bonds if any of the national income is 
used to subsidize agencies which, by 
the very fact of this subsidy, is able to 
take away our bread and butter.” 

Eliminate the subsidy, give us an 
even break, and the Production Credit 
associations will fade out of the pic- 
ture—Wood Netherland, vice-president, 
Mercantile Commerce Trust Company, 


St. Louis, Mo. 


_— 


TRUST BUSINESS AND THE WAR 


Quite generally, the trust business en- 
tered the war period inadequately paid 
for the services rendered, and responsi- 
bilities and liabilities assumed. This 
is equally true of personal trusts and 
personal agencies which, together, con- 
stitute by far the largest part of the 
trust business. Some progress towards 
an improvement in this situation was 
being made prior to- our entry into the 
war, but the all-out war effort has re- 
sulted in new dislocations in the con- 
duct of trust business and makes neces- 
sary a restudy of the problem. In no 
way could it be said that trust compen- 
sation affects prices, and so we need 
have no concern about the spiral of in- 
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flation. Our sole consideration, there- 
fore, is the equity involved. 

Nothing has occurred since our en- 
try into the war that should cause us to 
alter the objectives we had before the 
war. A business, to function properly, 
must prosper, otherwise the business 
degenerates. Trust business serves a 
real social and economic need for the 
man of modest means as well as for the 
well-to-do. It deserves to prosper. 
Consequently, we should continue the 
efforts to put trust business on a proper 
paying basis and to keep it there. To 
do this, we must have higher and more 
uniform compensation, and we must re- 
lentlessly keep after economies in oper- 
ation, without, however, destroying op- 
erating efficiency. 

With the dislocations brought about 
by our entry into the war (loss of 
trained personnel, governmental regu- 
lations, increased intricacies in the tax 
structure, personal services on the home 
front, and so on) it will hardly be pos- 
sible to reduce the over-all expense of 
running a trust department. Part of 
the increase in expense, brought about 
by the war dislocations, probably 
should be absorbed by the trust busi- 
ness as its contribution to the war ef- 
fort. But before that can be done with 
safety, we must first get the increased 
compensation to which we felt we were 
entitled before we entered the war.— 
Henry A. Theis, vice-president, Guar- 
anty Trust Company of New York. 


—_ 


SAVINGS AND THE WAR 


There is no doubt that the present 
situation offers a challenge to every sav- 


ings banker. We now have the oppor- 
tunity for a truly great service to our 
country, for the reaffirmation of our faith 
in savings and for demonstration of the 
vitality of savings banks and their popu- 
larity as agencies of thrift. It may have 
been thought within recent years that 
the old-fashioned virtues of thrift and 
savings were becoming outmoded. Such 
is not the case, however, for the value 
of savings in our national life stands out 
as a fact of constantly increasing im- 
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portance. Savings is a necessary ele- 
ment in our present program for it is a 
major factor in financing the national 
war effort. Savings is a necessity also 
in the stabilization of our entire eco- 
nomic structure for it is a definite pre- 
ventive of disastrous inflation. In other 
words, savings is not only a virtue and 
an evidence of good citizenship and 
good character it has in these sig- 
nificant days become a national neces- 
sity. 

One of the major problems of the 
savings bank in the present emergency 
is therefore to realize the vital necessity 
of savings and the important part each 
bank plays in promoting it; to do its 
utmost to preach and to teach the gospel 
of savings and to proclaim its urgency 
on every occasion and through every 
possible medium. The savings banks 
of New York State, as a group, are 
doing this in a statewide plan of adver- 
tising, using newspapers, radio and 
motion pictures. Individual banks are 


supplementing the state effort and are 
using advertising media to promote sav- 
ings for the benefit of the national war 


effort.—Philip A. 


Benson, president, 
Dime Savings Bank, Brooklyn, N. Y. 


* * * 


The encroachment of competitive 
agencies, enjoying many advantages 
through more favorable laws, regula- 
tions, investment fields, and _ capital 
requirements, is a serious threat as 
shown by statistical data reflecting the 
trend of the flow of savings funds dur- 
ing recent years. Many bankers are 
entirely too complacent about this com- 
petition; many of us participate as di- 
rectors, trustees, or the like in their 
management. We are reluctant to take 
an aggressive stand about them to our 
legislators, because we might offend a 
good customer. There is never justifica- 
tion for trying to stifle competition; we 
are all better off for having competition 
that stimulates us to better efforts in 
our own behalf. Yet there should not 
be created or fostered inequitable com- 
petitive conditions—particularly not 
through semi-subsidation, entirely un- 
needed and unsound. However, we 
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must meet competition in merchandising 
all of our services. 

Finally, above all, let no banker get 
the unfortunate idea that the savings 
business, the thrift accounts of the 
people, is or ever will be undesirable 
business. Whenever bankers take that 
attitude, it is my opinion that they do 
so because of a lack of appreciation of 
this service to the public, of the im. 
portance of these depositors to them, 
and, furthermore, a lack of ingenuity in 
shaping up a plan and method of receiv- 
ing such business on a basis mutually 
acceptable to depositor and bank.— 
Henry M. Hart, first vice-president, Na- 
tional Bank of Commerce. 


a 


CONSUMER CREDIT 


In a wartime economy under which 
personal loans and instalment credit of 
all kinds are restricted by government 
regulation a question that is bound to 
hit a bank right between the eyes is: 
“Is any advertising for personal loans 
justified?” Certainly, if the theory 
underlying Regulation W is carried to 
its logical conclusion, only that con- 
sumer credit should be extended which 
is absolutely necessary. It is perfectly 
obvious that the blatant, ear-shattering 
and eye-blinding advertising of the “36 
per centers” and other high-rate loan 
companies directly seeks to induce bor- 
rowing that is not necessary. It seeks 
to persuade men and women to go into 
debt who have not thought of going into 
debt. It paints in attractive terms the 
pleasures of paying 36 per cent for an 
amount of cash to be used to compete 
for consumer goods which the Govern- 
ment has said should not patriotically 
be competed for. 

No doubt it is a temptation for banks 
in many areas who see their customers 
being influenced by such ballyhoo to try 
to meet the needs of these citizens them- 
selves in a decent manner and at low 
cost. and many of them no doubt ask 
themselves: “How can we help our cus- 
tomers keep out of the hands of the 
‘36 per centers’ unless we inform them 
of our own service?” That is a per 
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fectly logical question which Regula- 
tion W and other wartime regulations 
have left unanswered. It is probable 
that the harmful advertising of many of 
the high-raters has offset much of the 
effect of the liquidation of consumer 
credit which has taken place in bank 
instalment loans. It is appropriate to 
wonder what is gained by banks’ 
cooperating in the liquidation of credit 
while the advertising and merchandis- 
ing mill of the high-raters is working 
24 hours a day to create new debt.— 
Roger Steffan, vice-president, National 
City Bank of New York. 


* * * 


Many banks entered the consumer 
credit field in an effort to bolster their 
declining earnings resulting from a 
shrinking of commercial loans and 
smaller returns from their investment 
portfolios. Regardless of the reason 
why banks entered this field, there must 
be an acceptance on their part of the 
responsibility for the continuance of 
this service to the millions of salaried 
individuals and small business men who 
have come to expect assistance from 
their banks in a time of emergency. 

Everyone, I am sure, realizes the 
need to curtail the purchase of items 
requiring critical materials for their 
manufacture. It is also realized that 
the limiting of consumer cash credit is 
a sound measure to help curb inflation 
and to encourage the establishment of 
reserves which are likely to be so useful 
in the future. We must not, however, 
lose sight of the fact that credit is the 
foundation of our entire business struc- 
ture. Since the American public has 
acquired the habit of anticipating their 
earnings, the availability of, at least, a 
limited amount of consumer credit is 
imperative to the maintainance of pub- 
lic morale, by keeping the standard of 
living at as high a level as possible. 

Regulation W has placed restrictions 
upon practically all types of consumer 
credit, and it naturally behooves all of 
us to cooperate fully with the war effort 
by complying with its terms cheerfully. 
Banks do, however, have a responsibility 
lo therr stockholders, depositors, and 


their communities as a whole, to con- 
tinue to extend consumer credit within 
the terms permitted by Regulation W 
and sound banking practice——Carl A. 
Bimson, vice-president, Valley National 
Bank, Phoenix, Ariz. 


—_ 


INFLATION AND BANKING 


I know of no business that suffers 
more from inflation than does banking. 
Or rather I should say from the period 
of deflation which inevitably follows 
inflation. It is the greatest danger that 
banking has to contend with. This is 
true for the reason that banks lend 
against values—values measured in 
terms of prices. The danger lies in 
that we bankers forget that prices which 
exist today will not exist a year from 
now. We are too prone to accept exist- 
ing conditions as permanent. We bank- 
ers have been notoriously poor econo- 
mists. Most of us are not students of 
economics and know little of the his- 
tory of prices. Too many of us have 
gotten into the banking business for 
some other reason than because we were 
men of foresight, good judgment, and 
vision. 

Shall we cease making loans because 
we are in a period of high price levels? 
The answer is “No.” We must continue 
to do business in order to make enough 
profits to pay at least our operating 
expenses. But we can raise our margin 
requirements. If we loaned up to three- 
fourths the value of cattle when prime 
steers were selling at eight cents per 
pound, we can perhaps loan one-half 
or less of their present price. 

What part can we as bankers play 
in preventing, or at least in minimiz- 
ing, inflation? 

(1) First of all, we can avoid making 
loans that tend toward inflation. 

(2) We can discourage our customers 
from making wild and unnecessary invest- 
ments, such as mortgaging the home farm 
to buy the farm adjoining it, as was done 
during the first world war, only to lose 
both farms later. 

(3) In making loans, we can keep in mind 
how each individual loan will be affected 
when deflation sets in. If we make each 
individual loan on a sound basis, we need 
not worry about the aggregate. 
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(4) Take advantage of present favorable 
conditions to eliminate undesirable loans and 
other undesirable assets. This is a good 
time to liquidate all slow assets. 

(5) Pursue a conservative policy in pay- 
ing dividends, to the end that we may build 
up reserves sufficiently large to meet the 
evil days that are sure to fall upon us. 

(6) Banks should endeavor to place them- 
selves in such sound condition that they will 
not need to call upon government agencies 
for help when the next emergency arises. 

If banks will observe these practices, 
there is ample reason for believing that 
the banks of this country will be able to 
take the next deflation period in much 
better stride than they did the last two 
major depressions.—Clyde D. Harris, 
president, First National Bank, Cape 


Girardeau, Mo. 
* * * 


There is a growing belief that if Con- 
gress plays fast and loose politically 
with the tax program, inflation itself 
will actually lay the tax levy and we will 
all feel it. Unfortunately it will rest 
most heavily upon those who are least 
able to support it. 

When the Government taxes you and 
me it does not create any new money. 
It takes something already existing. 
When it borrows out of our current in- 
come, it does not create any new money; 
it takes something we already have. But 
when it borrows from the bank, it does 
something entirely different. When the 
bank buys a Government bond it does 
not pay with money. It opens a de- 
posit in favor of the Government, and 
Government spends that deposit to pay 
its soldiers, its sailors, and its contrac- 
tors. The bank creates new money, and 
that new money is called deposit money. 
Deposit money is the real inflationary 
threat—Dr. Paul F. Cadman, econo- 
mist, American Bankers Association. 


_ 


HOUSING DURING THE WAR 


In a few respects the effects of the war 
on housing are similar to those of the 


depression. Private building is rapidly 
declining. Building organizations— 
particularly the small ones—are being 
forced out of business. Housebuilding 
labor is being dispersed in other activ- 
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ity. Owing to the difficulty even in 
making repairs, the condition of the 
existing stock of housing continues to 
decline. But here the resemblance to 
the depression stops. In all other ways, 
the conditions likely to be present at 
the beginning of the post-war era vary 
strikingly from those that we faced dur- 
ing the early thirties. Let us look at 
some of them. 


1. House rents instead of declining will 
be kept from soaring only by rigid control 
control almost certain to carried 
over into the new period. 

2. The general level of income is steadily 
rising; the distribution of the increased 
income is exceedingly broad; and _ savings, 
particularly in the middle and lower income 
groups, are piling wp. Demand, instead of 
drying up, is merely hidden behind the 
barrier of war restrictions. 

3. This demand for housing is made more 
pressing by the increasing shortage of hous- 
ing. The last decade saw only two non- 
farm houses built for each five net addi- 
tional families. ‘There were few replace- 
ments of old houses, and the census of 1940 
showed that the general condition of the 
existing stock was even worse than had 
been revealed by the Real Property Inven- 
tories of 1934. 

4, Although the typical small housebuilder 
of the past may be forced from the picture, 
the war housing program has at least suc- 
ceeded in keeping a number of fairly large 
organizations active. The pressure for 
speed and economy has served alike to break 
down old restraints and to develop new 
techniques. The wartime housebuilders, 
experienced in mechanized mass housing 
operations, will be ready and eager to carry 
on their activity in the post-war period. 

5. Competition for peacetime markets 
among producers of war materials should 
not only create favorable prices but also 
make many new materials and new uses of 
materials available to housebuilding. Lum- 
ber, steel, aluminum, magnesium and plas- 
tics should all figure in the drive to make 
use of excess productive capacity. 


he 


Thus in sharp contrast with the first 
years of the last decade, it appears likely 
that we shall enter the post-war era wi 
a very strong demand for new houses 
and the beginnings of an industry cap- 
able of meeting the demand.—Miles L. 
Colean, research director, Twentieth 
Century Fund, New York City. 

% * * 

In all probability there will be quite 

a demand for mortgage loans during 
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the war period for the refinancing of 
existing mortgage indebtedness. Due 
to the need for housing units, and the 
shifts in population from one area to 
another, there should be a substantial 
turnover in residential properties. The 
Federal Home Loan Bank Board reports 
that in 1937 only 30 per cent of the total 
home mortgage loans made on one- to 
four-family dwellings by savings and 
loan associations, commercial banks, 
life insurance companies, and mutual 
savings banks, was for new construc- 
tion; while the remaining balance of 70 
per cent was for the purchase of exist- 
ing homes, refinancing, modernization, 
and rehabilitation. It is apparent from 
these figures that even in other than 
war times there is a very substantial 
volume of new mortgage loans made for 
other than new construction. 

Particular care must be taken, as is 
always the case, in granting loans on 
existing dwellings. It is more difficult 
to correctly appraise the value of an old 
building, as the value in the hands of 
different people varies considerably due 
to the unusual features of the premises 
which may attract the present owner but 
seem very undesirable to the prospec- 
tive purchaser.—Graham Nash, vice- 
president and comptroller, Bloomfield 
Savings Institution, Bloomfield, N. J. 


—_— 


MORTGAGE PROBLEMS 
WAR 


DURING 


In the effects it will have upon the 
real estate and mortgage markets and 
in the term of its duration, rent control 
is probably the most important develop- 
ment which has arisen out of present 
war conditions. .. . 

The objectives of rent control are 


several. It is obviously a part of the 
program to control the rise of prices 
and the cost of living. Rent bulks large 
in the budget of the renter, and effective 
control of this item would go far to 
keep down the cost of living. 

But the chief objective of rent control 
is to prevent the unrest that always 
accompanies rising rents. It is to in- 
sure political tranquillity. 
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Rents represent an item in the cost 
of living which can be controlled with 
greater certainty than can the prices of 
most commodities and services. There 
can be no “black market” in rents, be- 
cause the objects for the use of which 
rent is paid cannot be concealed, moved, 
or dealt in surreptitiously. The only 
requisite to successful rent control is a 
flexibility of administration that can 
quickly act to stop practices that evade 
existing regulations. Under the wide 
powers granted the administrator by 
the Price Control Act, it ought not to 
be difficult to discover and deal with 
such forms of evasion as appear. 

Another characteristic of rent control 
is its permanency. Though designed 
for an emergency situation and limited 
in duration by the act that establishes 
it, rent control is likely to be one of the 
most tenacious of all the restrictions 
placed upon property during the emer- 
gency. In England, rent control was 
imposed in 1915, under an act which 
limited its duration to six years; when 
war broke out in 1939, it was still in 
operation, and those portions of the 
original act which had been allowed to 
expire or had been modified were 
promptly réenacted. In New York, the 
rent control legislation first enacted in 
1920 was allowed to expire by limitation 
only in 1929—11 years after the armis- 
tice was declared. 

The very conditions which necessi- 
tate the imposition of rent control are 
aggravated by its operation and tend 
to perpetuate the necessity for its con- 
tinuation. It is likely, therefore, that 
some form of rent control will compli- 
cate the problems of banks that hold 
mortgages or other real estate in their 
portfolios for some years to come.— 
Ernest M. Fisher, director of research 
in real estate and mortgage finance, 
American Bankers Association. 


* * * 


First depression and then war have 
produced a variety of legislative enact- 
ments calculated to suspend, cut down 
or in some way render less effective the 
right of the mortgagee to enforce his 
mortgage contract. Before the mort- 
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gagor relief legislation of the depression 
period of the Thirties has been entirely 
cleared away, war measures of the 
Forties to the same end are being 
enacted. 

There is nothing novel in the gen- 
eral objectives or aspects of debtor re- 
lief legislation. It is traditional for 
both state legislatures and the Federal 
Congress to be sensitive to the plight 
and numbers of mortgage debtors.— 
Harold L. Reeve, general counsel and 
secretary, Chicago Title and Trust Com- 
pany, Chicago, Ill. 


GOVERNMENT FINANCE 


I think it worth remembering that 
sales of government securities to com- 
mercial banks do not add to the total 
spending of the economy if they are off- 
set by decreases in the loans or other 
investments in banks, or if they are 
offset by the accumulation of balances 
in the banks which are genuine savings 
of depositors. 


It is necessary. therefore, that we at 


the Treasury should go far deeper than 


the superficial distinction between sales 
of government securities to banks and 
those to others and that we should look 
closely at the real sources of the funds. 
The most desirable source of funds is, 
of course, money borrowed from the 
current savings of the country. A sub- 
stantial proportion of the proceeds of 
all classes of government securities sold 
—including some of those sold to com- 
mercial banks—comes directly or indi- 
rectly from this source. 

Yet inflation cannot be curbed merely 
by the passage of a courageous tax bill 
or by the successful borrowing of vast 
sums from current savings, or by a com- 
bination of bold and intelligent taxing 
and borrowing. We undoubtedly shall 
find it necessary to adopt more drastic 
control of consumer spending, in one 
form or another, than anything yet 
applied. I should not like to predict 
at this stage, for prediction is more than 
ever dangerous, but I do want you to 
be prepared for new controls and new 
sacrifices as the war moves into a new 
and more intense phase. 
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We have heard so much talk lately 
about the function of finance in winning 
this war and in checking inflation that 
I should like to clear the air on one 
point. Financial policies do not of 
themselves win wars. Wars are decided 
by battles. But the necessity for win- 
ning battles does not diminish the im- 
portance of raising the money to fight 
them. Nor does it lessen our respon- 
sibility for raising the money in a way 
that husbands the strength of the civilian 
economy instead of wasting it. For 
though wars may not be won by finan- 
cial triumphs, they can be lost by finan- 
cial blunders.—Henry W. Morgenthau, 
Secretary of the Treasury. 


LOANS TO SERVICE MEN 


The amendments to the Soldiers’ and 
Sailors’ Civil Relief Act in the hands 
of Congress as this is written provide 
for the following amendments: 

1. The benefits of the act are avail- 
able to all who enter military service, 
irrespective of the date of the loan or 
of the date of entry, thereby wiping out 
the dividing date of October 25, 1940. 

z. Comakers, sureties, guarantors or 
endorsers are entitled to the same bene- 
fits as are applicable to the principal. 
Provision is made, however, for co- 
makers to waive the benefits by an ex- 
pressed waiver in writing, represented 
by an instrument separate from the 
obligation itself. This waiver, however 
valuable on future loans, will not be 
available in connection with loans now 
on the ledgers of the bank. 

3. Automobiles and other property 
held in connection with instalment 
leases or sales contracts cannot be 
repossessed except by court order re- 
gardless of the degree of liquidation. 
Appraisal by three court-appointed 
appraisers is necessary before the re- 
possessed property can be sold. 

4. The Army, Navy, Marine Corps 
and other branches of the service are 
required to inform inductees of their 
rights under the act. This will make it 
difficult for banks te arrange com- 
promises and settlements that are, in 
most instances, of benefit to the in- 
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ductees as well.—William F. Kelly, 


assistant vice-president, The Pennsyl- 


vania Company, Philadelphia, Pa. 


~_ 


TRANSPORTATION 


Total war such as we have today 
brings into action, not only the armies 
and navies, but the productivities of 
entire populations and all the resources 
that nations possess. The one thing 
that ties all of these activities together 
is transportation. We cannot fight a 
war without it, and we cannot fight our 
best unless transportation functions 
somewhere near 100 per cent in efhi- 
ciency. 

Our domestic transportation system 
has come reasonably close to such a 
performance ever since the beginning 
of the emergency in 1939. I can say 
this without boasting, since I have had 
comparatively little to do with it, for 
the Office of Defense Transportation was 
not created until about the first of this 


year. 
The major credit for the excellent 
performance must be to the carriers and 


their employes and to the shippers of 
the United States, who have céoperated 
so well with the carriers. The railroads 
did not forget the lessons taught them 
by the last war. This time they were 
well organized and had their plans 
ready. Those plans are based on the 
proposition that the way to move freight 
is to keep the cars rolling and that the 
unforgivable sin is to allow cars to be 
loaded which cannot be unloaded when 
they reach their destination, and thus 
to convert them into storage facilities.— 
Joseph B. Eastman, Coordinator of De- 
Jense Transportation. 


_ 


AIR-RAID PROTECTION 


Within 10 minutes after special air- 
raid alarm bells sound throughout the 
floors of the various buildings compris- 
ing our head office organization, thou- 
sands of staff members arrive in orderly 
fashion in their safety areas, cash and 
securities have been moved to the vaults. 
records and other valuables are under 
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cover, windows are open, lights are out, 
emergency medical quarters are staffed, 
fire brigade trucks are manned—and we 
are ready for whatever may come. 

In common with other organizations 
located in cities along the nation’s sea- 
boards, which it is logical to presume 
are most vulnerable to enemy attack 
from the air, our air-raid defense pro- 
gram was put into effect soon after war 
was declared. Nevertheless, it is still in 
the process of refinement, with frequent 
surprise tests bringing to light minor 
imperfections in the plan. As is the 
case in any organization which must 
consider the many differing factors 
such as type of building construction, 
available safety areas and total per- 
sonnel, our program was the result of 
careful study and planning based upon 
certain general instructions issued by 
the Office of Civilian Defense and the 
New York City Police Department. Any 
bank can readily accomplish the same 
result by a study of its own particular 
circumstances. Surprise tests frequent 
enough to keep the organization alert 
will effectively disclose any weaknesses 
of the plan. 

Safety of the staff must be given first 
consideration; next comes the safe- 
guarding of cash, securities and records. 
Our plan was based upon this premise. 
Every employe received a printed card 
of instructions which specified the 
safety areas in our various buildings. 
In an emergency, employes who may be 
away from their desks go to the nearest 
safety area rather than return to their 
particular quarters. One of our early 
tests pointed to the logic of this point. 

Each level has a floor warden, and 
in addition there are a number of moni- 
tors on each floor to conduct personnel 
to safety areas. Those assigned to take 
care of cash and securities are provided 
with containers which can be filled 
quickly and taken to the vaults. Each 
elevator in the various buildings is 
assigned a specific function, several to 
take securities to the vaults located 
below street level, others to take doc- 
tors and nurses to first aid stations, 
while others under the control of war- 
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dens, move personnel to floors with 
safety areas. These safety areas, in 


most cases, are interior corridors pro- 
viding maximum protection from blast 
damage and flying glass—Fred C. 
Eggerstedt, second vice-president, The 
Chase National Bank of New York. 


—_ 


BANKS AND THE WAR 


The problems and situations which 
will arise to confront banks during the 
war will probably be more difficult and 
acute than those arising in peace time 
and will therefore call for closer asso- 
ciation between the A. B. A. and its 
members, and require even more active 
service on the part of the Association. 
Because of this, Association activity may 
be expected to increase. And in de- 
veloping new avenues of service, per- 
haps we shall even improve on what has 
been done in the past. 

The months ahead will call for 
resourcefulness. There will be problems 
growing out of the wartime fiscal opera- 
tions of the government, the drying up 
of the civilian economy, rising taxes 
and the continued low interest rates. 
the loss of manpower and other things. 
However, they are not problems that will 
be insoluble to resourceful men. Al- 
ready many resourceful bankers are 
meeting some of these difficulties by 
ingenious methods and practices, oper- 
ating within the framework of good 
banking yet adapting their operations 
to new conditions. 

That is what all of us must do. War 
is an intolerant taskmaster. It requires 
that private institutions serve its needs 
as effectively as they serve the needs of 
the peacetime way of life. Otherwise 
it may not tolerate them. Therefore we 
have a dual obligation as private insti- 
tutions. It is to see that these institu- 
tions serve as effectively as a wartime 
mechanism as they do as a peacetime 
mechanism. As they help to win the 
war and to serve the war needs of the 
people will they assure their continued 
place in society. 

The times also call for united effort 
and for leadership of that effort. To 
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provide these is the function of the 
bankers associations. It is, therefore, 
quite essential that the bankers associa- 
tions, who provide these functions, have 
the continued wholehearted céoperation 
and support of the bankers generally, 
In this respect the American Bankers 
Association is thoroughly equipped to 
serve you. In the critical months ahead 
it will carry on in your behalf more 
intensively than ever.—Henry JW, 
Koeneke, president, American Bankers 
Association and president, Security 


Bank of Ponca City, Oklahoma. 


* * * 


Our first objective is to win the war, 
and yet, in these times each of us 
wonders what he can do to help the 
war effort and most of us feel, I am 
sure, that there is little one individual 
can do. We are bewildered by the mag- 
nitude of the struggle, but it would be 
wrong to assume that our individual 
efforts will contribute so little that they 
will be futile. On the contrary, it is only 
by the aggregate actions of us all that 
we can win. 

As bankers, there is much we can do. 
Enormous amounts of money are needed 
to conduct the war successfully, and it 
is the job of the banks to supply a large 
part of that money. In fact, it is by 
the banks or through the banks that it 
all must ultimately come. 

We must support the Treasury in dis- 
tributing the bonds offered to the pub- 
lic. The banks enjoy a very proud 
record of having sold 80 per cent of all 
the Defense Bonds that have been 
issued. We must do no less a job in 
the sale of War Bonds—in fact, we must 
multiply our efforts. Also we must assist 
in placing Treasury long-term bonds 
with insurance companies, estates and 
others for whom investments of this 
kind are best suited. But when both 
of these sources have been exhausted 
the Treasury can only look to the banks 
for the balance—and we shall not be 
found wanting. The war must be 
financed and the banks will do it; by 
the purchase of bills, certificates of 
indebtedness, notes and _ short-term 
bonds, such as are suitable for bank 
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investment. So when offerings are made 
it behooves each bank to take its fair 
share, for by so doing the burden will 
not fall too heavily on any. This does 
not mean that each bank should freeze 
its position. On the contrary it is ex- 
pected that a free market will afford 
opportunities to banks to go in and out 
of the market as their peculiar needs 
may require. But except under such 
conditions each bank should feel that 
it is doing its patriotic duty when it 
carries its fair share of government 
obligations in its portfolio. 

In the next place we must see that 
money is available for contractors and 
suppliers who are furnishing the much 
needed munitions of war. Again we 
can feel pride in the record made by our 
banks in helping expedite the war pro- 
gram. The American Bankers Associa- 
tion makes a spot survey of these 
figures quarterly through 500 banks in 
the country. On June 30, 1942, 423 of 
these banks had outstanding defense 
loans and commitments totaling $4,- 
179,000,000. This represented an in- 
crease of one billion over the preced- 
ing quarter. There have been a few 
border line cases where the assets of the 
applicants were not sufficient to justify 
bank loans, and the desired articles 
were thus slower in coming to the 
assembly lines. Now due to Executive 
Order No. 9112 of March 26, the Army, 
Navy and the Maritime Commission are 
empowered to guarantee the repayment 
of such loans. I recommend that each 
banker make as many of these loans as 
he can, because the more we can make 
the less will be the strain on the Treas- 
ury to find the funds for them through 
the sale of bonds. 

In the next place the banks must help 
the farmer where he needs credit so that 
our agricultural program will have a 
generous support, because the task of 
the farmer is enormous, due to our 
undertaking to send food to our Allies 
as well as to supply our own troops and 
civilian population. 

It is part of our task to lend financial 
aid and advice to those not directly 
concerned in war contracts so that there 
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shall be as little disruption as possible 
on the home front. Therefore, the banks 
should encourage as much as possible 
the carrying on of business as usual 
by that segment of our clients. 

But there is another great objective 
to which we should turn our attention 
and that is the reduction in the cost of 
government apart from the war effort. 
No expense will be spared to win the 
war; but aside from that we who are the 
custodians of the people’s money and 
their advisers in so many ways should 
take the lead in pointing out to them 
the absolute necessity for the drastic 
reduction in non-war expenditures. 
Much can be done in this direction.— 
W. L. Hemingway, first vice-president, 
American Bankers Association and 
president, Mercantile-Commerce Bank 
and Trust Company, St. Louis, Mo. 


COUNTRY BANKER’S WAR JOB 


Every red blooded American must 
feel a restless urge to do his part, his 
utmost to bring victory and peace to 
a war-torn world. Fortunate indeed are 


those who have a clear cut program 
before them, who can realize the satis- 


faction of concrete service. The coun- 
try banker finds himself in such an en- 
viable position today. He shares with 
the farmer and those others engaged in 
agriculture, the responsibility of pro- 
ducing the food which is so vital a 
necessity. His program of service is one 
of leadership and action. The outline 
of that program has been set forth in 
the American Bankers Association man- 
ual “How Banks Can Assist in the 
Food-for-Freedom Program.” 

The individual farmer has before him 
a four-fold responsibility: 


FIRST: To produce, produce and pro- 
duce. He must use every resource at hand 
to accomplish this without incurring long 
term obligations in the purchase of war 
scarce and war needed materials. Longer 
hours, harder work, bronzed faces and slim- 
mer waistlines for those who had thought 
their days of hard work over, a brief fare- 
well and God speed to sons who ‘had been 
carrying the load, a fierce determination to 
carry on with increased production — our 
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American farmers deserve tribute for what 
they are accomplishing. 

SECOND: To pay debts. Any man re- 
ceiving a good income today, who. still 
can't pay debts, will never be a good credit 
risk. Getting and keeping our own finances 
in good shape is very definitely a part of 
the war program. It is not fair, it is not 
constructive, it is not patriotic, to expect 
either our Government or others to carry 
credit liabilities for those who fail to recog- 
nize their own responsibility of debt  re- 
payment. 

THIRD: To create savings. Only farmers 
with debts and no reserves must liquidate 
their assets in adverse times. It is a self- 
evident, but never to be forgotten fact that 
depressions and hard times have little effect 
on those who can carry through without 
forced liquidation. Even those with long 
term debts, such as real estate mortgages, 
can protect themselves by paying principal 
payments in advance and creating savings 
to take care of interest and taxes and un- 
forseen contingencies. 

FOURTH: To buy War Bonds. The im- 
portance of this is recognized by everyone. 


These four points may be considered 
of equal importance. They are inter- 
related, and no farmer has fulfilled his 
entire responsibility without accom- 
plishing all of them. 

Can there be any question as to what 
financial agency is best equipped and 
prepared to help attain these goals? 
This war has been called a mechanized 
war, yet it cannot be won by machinery, 
by corporations or by unions. The 
war will be won by the united and 
unselfish effort of individuals—indi- 
viduals in the armed forces, individuals 
in factories, individuals behind desks, 
and individuals on farms. Financing 
the needs of agriculture is as individual- 
istic as the farmer himself. Every agri- 
cultural loan is a separate credit prob- 
lem and possibility. 

Agricultural financing requires a hu- 
man approach, a human understanding. 
Our farmer friends are busy men these 
days. Higher prices, guaranteed price 
supports, the need for greater produc- 
tion, farm labor shortage, higher oper- 
ating costs, have created new financial 
problems. The farmer needs the finan- 
cial help and counsel of an understand- 
ing friend who knows him as well as 


his problems. He needs that help in 






attaining this four-point program. Here 
is a challenge to the country banker, 
Considerable knowledge and _ under. 
standing is necessary. Someone in 
every country bank must have the re. 
sponsibility of studying these new prob- 
lems, of going into the country to visit 
with customers to learn more about 
their individual problems, of visiting 
with those who haven't been in the 
habit of coming into the bank.—K. J, 
McDonald, president, lowa Trust and 
Savings Bank, Estherville, Iowa. 


a 


THE FEDERAL TAX PROGRAM 


The new taxation program of the 
Federal Government probably consti- 
tutes the most far-reaching threat to 
corporate organization under private 
ownership of any measure before Con- 
gress. Although many changes may be 
made in the tax bill before it becomes 
law, the present House bill will, in 
effect, prevent further investments in 
common stocks of corporations. Under 
this proposal, the Federal Government 
takes 45 per cent of so-called normal 
income and 90 per cent of so-called 
excess profits. “Excess” profits is a 
misnomer because such profits are de- 
fined to be amounts in excess of 8, 7, 6, 
or 5 per cent on the invested capital 
of corporations, depending on size. 
Many states also impose a corporate 
income tax. The result is that for a 
corporation of fair size, located in a 
state having a 5 per cent income tax, 
the net effect of this law will be to take 
practically all income above 6 per cent 
on invested capital and to take half of 
the “normal” income of 6 per cent. 
There would be left to the owners of 
the business, therefore, only about 3 
per cent on invested capital. Out of 
this 3 per cent return must come all 
needed additions to working capital, 
debt payments and dividends to stock- 
holders, if any. 

This program will destroy a large 
part of outstanding equity value and 
will practically shut off future invest- 
ments of risk money. For expanding 
enterprises, such as public utilities, the 
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results will be disastrous, in many cases. 
Under this tax program many corpora- 
tions will be unable to meet their 
obligations. Some loans which were 
sound and liquid when made by the 
banks will become practically frozen. 
New loans to corporations must be 
limited to self-liquidating working capi- 
tal purposes. In the case of banks 
themselves, the net returns after taxes 
will, in many cases, make it impossible 
to increase surplus and reserves and 
at the same time pay any dividends to 
stockholders. As is well known, sound 
banking requires the accumulation of 
substantial bank earnings as reserves 
against inevitable losses. The main- 
tenance of a sound capital structure of 
the banking system is of such vital con- 
cern to the public welfare that it is a 
matter of public concern and of special 
interest to the banking supervisory 
agencies, particularly the FDIC, that 
the tax program should not weaken the 
capital structure of banks. 

Vast sums of money must be raised 
through taxation and every segment of 
the economy must share the load. But 


we must not destroy the capacity of that 


economy to function. Equity capital 
will starve under the proposed tax pro- 
gram and equity capital is the seed that 
produces business enterprise. Let us 
hope that government leadership wili 
recognize this fact before the final tax 
bill is written—A. L. M. Wiggins, 
second vice-president, American Bank- 
ers Association and president, Bank of 


Hartsville, Hartsville, S. C. 


WARTIME INVESTMENT POLICY 


Banks could during the present 
period readjust their government hold- 
ings to obtain the desired maturity dis- 
tribution. Before deciding on a 
definite investment policy the manage- 
ment of each bank should ask itself 
the question: “In what position should 
my institution be when the war is 
over?” A bank will find itself in a 
very favorable position after the war if 
its earning assets are composed of 
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sound loans, government securities 
well distributed as to maturity, other 
high-grade obligations to which there is 
very little or no credit risk attached. 
The smaller institutions particularly 
those which have time deposits may add 
a well selected list of mortgages prop- 
erly amortized and FHA mortgages. An 
institution which adopts its policy along 
these lines will be in a position not 
merely to meet any emergency that may 
arise in the future but will be in a posi- 
tion to finance the legitimate needs of 
its customers. 

Although every effort is being made 
to finance the deficit of the Government 
through the sale of War Bonds to ulti- 
mate investors, the banks will be called 
upon to absorb a huge amount of gov- 
ernment securities. The existing excess 
reserve balances and those that will be 
created by the Reserve authorities 
through open market operations or 
through the lowering of the reserve re- 
quirements, will enable the banks to 
meet all the needs of the Treasury at 
about the prevailing rates of interest. 
Government securities are the safest 
assets a bank can acquire, and the only 
risk attached to them is that they are 
subject to fluctuations. These are 
bound to be only moderate in character, 
however, during the war and for a con- 
siderable period after. 

The acquisition of government securi- 
ties by the banks should follow a 
definite policy based on a careful study 
of the composition of the assets and lia- 
bilities of each institution. A sound 
investment policy requires that a bank 
be able to meet the withdrawal of a cer- 
tain amount of its deposits without 
being forced to sell medium- or long- 
term obligations. This can be achieved 
by spreading the maturities over a 
period of years. Some banks will find 
it advisable to hold a larger amount of 
shorter obligations, while others, and 
particularly “those operating with sav- 
ings deposits, will prefer to hold med- 
ium-term securities. The banks will 
have a wide choice of maturities since 
the Treasury is eager to meet their re- 
quirements. The adoption of a system 
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of maturity distribution assures a bank 
liquidity as well as earnings. Neither 
principle should be sacrificed for the 
other. 

The increase in investments will be 
accompanied by a corresponding rise 
in deposits and by a reduction in the 
ratio of capital accounts to earning 
assets. The smaller this ratio is, the 
greater is the necessity to improve the 
quality of the existing assets. A bank 
should never sacrifice quality for a high 
return and those assets considered un- 
suitable for bank investments should be 
gradually liquidated. The sale of such 
assets, bonds as well as real estate, to 
ultimate investors is now more desir- 
able than ever, because in addition to 
strengthening the banks it leads to a 
reduction in deposits. 

The war will bring in its wake great 
economic and sccial changes. It has 
already increased the productive capac- 
ity of the country, stimulated the pro- 
duction of new materials and caused 
great dislocations in industry and trade. 
A strong banking system is a prere- 
quisite to a sound national economy. 
The assets of the banks are already 
sounder than perhaps ever before, and 
are constantly being improved. This 
will enable them not merely to meet 
any emergency that may arise but also 
to assist in the conversion of our indus- 
tries to peacetime production after the 
war and to finance the huge volume of 
production and consumption of civilian 
goods that we may rightfully expect to 
take place, once law and order prevail 
throughout the world.—Dr. Marcus 
Nadler, professor of finance, New York 
University and consultant economist, 
Central Hanover Bank and Trust Com- 
pany, New York. 


_ 


BANK EARNINGS AND THE WAR 


The direction of our thinking now 
must be dictated by two primary objec- 


tives: first, how can bankers assist in 
the winning of a war that seems destined 
to change so significantly every nation 
in the world; and, second, how can 
bankers operate their institutions so 
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that when the war is over the banks may 
take a mayne part in reconstructing our 
economy? A consideration of ‘these 
objectives indicates that there are at 
least 10 practical fundamentals to be 
observed in wartime banking: 

1. Maintain a Flexible and Com- 
petent Staff of Employes. 

The longer the duration of the war, 
the greater will be the loss of trained 
personnel to the armed forces. Every 
employe should be trained in one or 
more jobs in addition to his own. In 
other words, every position should be 
covered by two or more employes to 
assure competent service in the event 
of emergency and the heavy withdrawal 
of employes. 

2. Increase Operating Efficiency 

With a fairly long war and a progres- 
sively greater shortage in persons avail- 
able for employment, it is evident that 
operating efficiency must be increased. 
The inability to employ adequate per- 
sonnel may necessitate each employe 
taking over more work. This can be 
accomplished by greater efficiency on 
present jobs. The pressures of war may 
easily bring those readjustments which 
demonstrate greater efficiency. 

3. Analyze Costs and Services to 
Maintain Profitable Operation 

In 1931, over 58 per cent of the gross 
earnings of our national banks (which 
may be considered typical of all banks) 
represented earnings from loans and 
discounts; in 1941, the figure was re- 
duced to 48.7 per cent. In 1931, 24.5 
per cent of the gross earnings came from 
securities; in 1941, 32 per cent. In 
the same period, interest rates were 
steadily declining. the average yield on 
United States Government obligations 
decreasing approximately 33 per cent. 
In that decade. also, service charges on 
deposit accounts increased from 1.6 per 
cent of the gross earnings to 4.8 per 
cent. The latter percentage is small, 
but every additional 1 per cent of such 
income in relation to the capital stock 
is very important. 

Some banks now show as high as 10 
to 20 per cent of their gross earnings 
in service charges. These charges are 
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a necessity in the sound operation of 
banks whose local loans decreased 
creatly in the last decade. Moreover, 
in many communities today substan- 
tially increased farm and industrial in- 
come is resulting in the retirement of 
loans. Bankers may thus find it neces- 
sary to réexamine their service charges, 
including those for handling checking 
and savings accounts, issuing drafts 
and cashier’s checks, collecting all types 
of items, making telegraphic payments 
of money, safekeeping securities, stop- 
ping payments, returning items, paying 
overdrafts, and rendering other services 
for which banks may fairly ask reim- 
bursement. The booklet of the Ameri- 
can Bankers Association on the 100 per 
cent or complete analysis plan for 
checking accounts is recommended. 

4. Conserve Earnings and Build Up 
Reserves 

To the extent that earnings permit, 
wisdom dictates the building of strong 
internal reserves. A period of great 
world economic change and transition 
carries with it the possibility of some 
unanticipated losses. 

5. Strengthen 
ships 

The war finally will end, and the 
hanker who has strengthened his rela- 
tionships with his customers and assisted 
them constructively in handling their 
present difficult war problems is cer- 
tain to be in an advantageous pesition 
later. There are, for example, agricul- 
tural sections today in which it is said 
government agencies have over 90 per 
cent of the non-real estate agricultural 
loans. Some of these loans are, of 
course, not bankable. However, in some 
sections, bankers who aggressively 
worked with farmers to develop local 
agricultural conditions have maintained 
their loan positions relatively well and 
have reduced government competition. 

6. Urge the Public to Save 

In some instances, bankers have been 
short sighted in recent years in not 
urging the building of savings accounts 
by the public. The inability to obtain 
adequate earnings on these accounts has 
been the customary reason given for this 
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attitude. Actually, however, the failure 
to promote savings more aggressively 
would seem to reflect a lack of under- 
standing of the significant role of sav- 
ings in banking and in the economic 
progress of a nation. 

There is no means by which a people 
can escape the necessity for thrift. It 
is through the medium of saving that a 
nation creates the instruments of capi- 
tal, such as, machinery, hydroelectric 
plants and factories. Economic prog: 
ress and thrift are as inseparable as 
liberty and democracy in the United 
States. Banks are major institutions for 
channeling the savings of our people 
into productive enterprises, without 
which a nation fails to raise its mate- 
rial standards of living. 

There are approximately 47 million 
savings accounts. It is through these 
savings accounts that many banks have 
their principal financial relationships 
with the people in their communities. A 
public responsibility of such vast pro- 
portions is one which needs constant 
cultivation and encouragement, for here 
in no small sense the hopes and fortunes 
of multiplied thousands of men and 
women have been placed in the bank- 
er’s care. No other banking relation- 
ship is more valuable. 

In time of war, savings are doubly 
important. They take excess income 
and’ place it where it will not be used 
to compete for the lessening supplies of 
consumer goods that are available; they 
decrease the possibilities of inflation, 
and give the saver a backlog of protec- 
tion for those emergencies which are 
inevitable in the life of any individual. 


7. Work Céoperatively Through the 
American Bankers Association and 
State Associations to Improve Operat- 
ing Procedures 

By exchanging experiences with 
other banks, inefficiencies can be elimi- 
nated and weak points in operating pro- 
cedures can be improved. By mutual 
coéperation more uniform cost account- 
ing systems can be developed so that 
banks in various sized classifications 
can measure their operating efficiency. 
In some states, such as Ohio, the bank- 
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ers associations have made commend- 
able studies in this field. 

8. Examine All _ Financial and 
Economic Proposals in the Light of 
Experience and Fact 

The rapid and far-reaching readjust- 
ments which accompany war and post- 
war periods invariably bring conflict- 
ing proposals for changes in our finan- 
cial and economic systems. Confronted 
by these proposals, it is not sufficient 
simply to insist on a dogmatic adher- 
ence to what may be antiquated doc- 
trines. Nor, on the other hand, can a 
banker blindly acquiesce in obviously 
unsound theories and _ experiments. 
There is always a sound middle ground 
between rank reaction and rank radi- 
calism. From the breadth of his finan- 
cial relationships with all kinds of in- 
dustry and business, and from the wide 
variety of economic problems which 
confront him, the banker is in a position 
to bring balanced judgment and clear 
thinking to each new proposal. His 
service to the community in this respect 
may be invaluable. 

9. Promote the Sale of Government 
Securities to the Public 

For reasons with which every banker 
is thoroughly familiar, it is imperative 
that he lend full support to all activities 
which assist in the sale to the public 
of United States Government obliga- 
tions for the financing of the war. Thus, 
he will help to assure a sound financial 
structure now and in the future. No 
single immediate banking responsibil- 
ity transcends this one. 

10. Use Every Opportunity to Pre- 
sent to the Public the Proper Functions 
of Our Banking System in the Nation’s 
Life 

To the extent that men and women 
understand the operation of our bank- 
ing system, it will have widespread pub- 
lic support and will be free from those 
vexatious problems which would be dis- 
advantageous to its sound and proper 
functioning. More than ever, in the 
years to come, the processes of banking 
and business will be assessed and eval- 
uated in terms of public service. 

These are 10 practical fundamentals 
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of wartime banking. As in all great 
emergencies in American history, our 
bankers may be depended upon to dis- 
charge their responsibilities to the full 
measure, so that banking may continue 
progressively to express the nation’s 
life-—Herbert V. Prochnow, vice-presi- 
dent, First National Bank, Chicago, Ill. 


_— 


MANPOWER FOR BANKS 


A census of Selective Service Classi- 
fications and family dependencies of all 
male employes in the bank is neces sary 
to a well-ordered personnel program. 
With this, plans can intelligently be 
made for training substitutes in the vul- 
nerable places. Morale will be im- 
proved if present employes are up- 
graded wherever possible and begin- 
ners are started at the bottom. 

Regardless of expense and temporary 
overstaff, a sizable percentage of prob- 
able needs should be hired immediately 
from recent graduates of high and sec- 
retarial schools. Former women em- 
ployes, now married, may also be avail- 
able. 

In upgrading, best results will gen- 
erally be obtained by training people 
“on the job.” 

Although employment and _ training 
will avert an acute crisis, it is only one 
stage in an integrated program. The 
loss of many people can be offset by 
further refining operating procedures 
and by using for peak loads employes 
from departments where work is light. 

There are few, if any, jobs where a 
substitute, wisely chosen and _ trained 
now, cannot be groomed within a rea- 
sonable time.—Wilbur F. Lawson, vice- 
president, First National Bank, Boston, 
Mass. 


No one is in a position to speak at 
this time with any assurance on the 
nature or extent of future personnel 
problems in banking. There are too 
many unknown factors, such as the 
duration of the war, future application 
of Selective Service policies, extent to 
which some forms of bank credit may 
be restricted either by government regu- 
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lation or by diminishing demand due 
to continued lessening of production, 
distribution and sale of many forms of 
merchandise, and the relative ranking 
business 
necessary to 


the 


of banking as an essential 
when and if it becomes 
draft manpower for 
armed forces. . . . 
New employes are being taken on 
for replacement purposes as they are 
available, many on a temporary “for 
the duration” basis, and we find that 
many married women who were once 
employes of ours or who have had busi- 
ness experience elsewhere are interested 
obtaining such temporary employ- 
ment. Some of the new employes are 
given preliminary training in our own 
training schools, but most of them are 
being trained on the job. The purely 
temporary basis of employment is very 
desirable from the standpoint of avoid- 
ing dislocation when our employes now 
in the armed services return to us. 
Personnel requirements and condi- 
tions change daily in these times, which 
means that policies and programs must 
be flexible and constantly adjusted.— 
Frank F. Risso, vice-president, Bank of 
America, San Francisco, Calif. 


other than 


* * * 


. Not very long ago the ratio of 
men to women on our staff was two to 
one. Now it is getting to be just the 
reverse—two women to one man. 
Frankly, I think this inverse ratio is 
going to be quite permanent. True. 
the employment of married women dur- 
ing this period is a great help, and 
many of them will be leaving after the 
war. Nevertheless, with this better than 
two to one inverse ratio practically all 
of the routine clerical positions will be 
held by girls. We are promoting many 
girls to teller positions and also hiring 
many inexperienced girls with the 
proper basic qualifications from the out- 
side and training them as tellers. This 
inroad of the gentler sex into the teller 
category is also going to be fairly 
permanent. In many cases their pro- 
duction is outstanding.—Alfred T. Wil- 
son, vice-president, National Bank of 
Detroit, Detroit, Mich. 


WARTIME PUBLIC RELATIONS 


This war presents a_ challenging 
opportunity for better public relations 
in banking. It gives bankers the best 
chance of a decade to prove that most 
of the critical things said about them 
in recent years are not true. As the 
bankers of the nation carry on their 
war responsibilities they will be doing 
many things which, if widely known, 
will greatly enhance public apprecia- 
tion and understanding of char- 
tered banking system. 

I am not suggesting a selfish motive 
for banker participation in war activi- 
lies. We ate working to win this war 
because it must be won. That purpose 
is preeminent. But the things bank- 
ers do to help are practical demonstra- 
tions of attitudes, motives and services 
which, if known by the public, will 
create better public relations for bank- 
ing. 


our 


What were some of the common mis- 
conceptions of banking so prevalent in 
the Thirties? The public was fre- 
quently told that banking was _ not 
doing a job, that bankers would not 
make loans to meet business needs, that 
banks were operated primarily in the 
interests of officials and stockholders. 
In previous wars banks have been 
accused of profiteering and have been 
blamed for post-war economic dis- 
turbances. 

It was possible for such charges to 
gain credence because there was a gen- 
eral lack of public understanding of 
the banking business, its methods. mo- 
tives and functions. It became expedi- 
ent for the political opportunist and the 
demagogue to promote these charges, 
and the promotion was aided by the 
exposure of enough derelictions in 
some banking institutions to lend 
plausibility to the broad accusations. 

Categorical denials of such charges 
are inadequate. Practical demonstra- 
tions of opposite motives and _per- 
formances are essential to prove fully 
their falsity. For example, it is not 
sufficient to say publicly that banks are 
anxious to lend money. It is effective 
to say that during the first six months 
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of 1942 the Tenth National Bank made 
five millions of dollars of loans to 
finance contractors and producers in 
the local community who hold war con- 
tracts and orders. 

It is not effective simply to deny the 
existence of selfish motives. It is help- 
ful to publish the totals of millions of 
War Bonds sold through your bank, to 
tell how a special department has been 
provided to handle bond sales and to 
say that all this is done without com- 
pensation or even reimbursement for 
out-of-pocket expense. 

It is one thing to hurl blanket accusa- 
tions at those who advocate govern- 
ment banking; it is something entirely 
different to prove through facts and 
figures, through accomplishment and 
performance, that the chartered system 
of banking in America is an essential 
and useful part of our social and 
economic structure—William H. Neal, 
vice-president, Wachovia Bank and 
Trust Company, Winston-Salem, N. C. 


* * * 


Bankers are winning added recogni- 
tion in many districts through their 
activities in promoting greater produc- 
tion for war uses. In some sections this 
is revealed through advertising and per- 
sonal effort on behalf of the Food-for- 
Freedom program. Elsewhere, it ap- 
pears as a publicity campaign backed 
by individual contact in an effort to 
provide loans for those who can manu- 
facture guns, ships, planes, tanks, and 
other materials of war. 

And the banker is giving generously 
of his time, ability, and money in 
every project connected with the war. 
He frequently heads the USO and Red 
Cross drives, acts as a member of the 
local War Bond Committee, and is on 
the draft and rationing boards. Too, 
he is active in civilian defense work, 
and despite all of this he finds time to 
maintain interest in the essential peace- 
lime activities of charitable, religious, 
and educational institutions of his com- 
munity. 

The wartime banker, whether he lives 
in a great metropolitan area or in a 
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tiny village, realizes that his primary 
current obligation as a good citizen 
is to perform his patriotic duties 
promptly, cheerfully, and intelligently. 
That, as a by -product of this perform 
ance, he is demonstrating the value of 
applied public relations and, of greater 
significance, is winning friends for the 
American system of banking, is a 
heartening thing for all who believe in 
that system and want it to be of greater 
service to our nation and its people.— 
Gwilym A. Price, president, Peoples. 
Pittsburgh Trust Company of Pitis- 
burgh, Penn, and president of the Pub- 
lic Relations Council of the American 
Bankers Association, 


o) 


“We have developed.a point of view in 
General Motors, a very simple one, that 
helps us solve many problems. _ Briefly 
stated, it is this: ‘What is best for our 
country is best for General Motors.”— 
C. E. Wilson, president of General 
Motors. 


BANK ACCOUNTING AND 
AUDIT CONTROL 


By 


JAMES E. POTTS 


Auditor, First National Bank, Boston 


This book is a study of accounting 
and audit control as applied to bank- 
ing. It starts with a@ typical state- 
ment of a large bank. This is broken 
down into a more detailed list of ac- 
counts aceount is then 
traced back to the transactions which 
gave rise to it. In doing so the ac- 
counting procedure involved is studied 
and also the audit control factors 
which may be applicable in each ease. 


$4.00 


BANKERS PUBLISHING CO. 
465 Main St., Cambridge, Mass. 
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VIEWS 


Recent Speeches Given Before National, 
Regional or State Groups — Digested 
or Excerpted for Your Convenience... 


DEFINITE TAX PROGRAM NEEDED 


By Henry H. HEIMANN 


Executive Manager, National Association of Credit Men 


HE tax situation is involved but 

there can be no confusion about 

some of the facts about our present 
tax outlook and the type of legislation 
that is needed. 

First, no one can dispute the fact that 
the new tax legislation must produce 
more taxes than any previous tax bill 
in our history. 

Second, if we are really serious about 
this war calling for an all-out effort by 
everyone—and Heaven help us if we 
are not—then everybody must pay a 
tax, and by everybody we must mean 
these in the lowest income brackets, 
where the vast new purchasing power 
is being largely received. 

Third, in considering a tax bill politi- 
cal consideration must be out. This is 
a real war, not a political scrap, and 
we must have a real tax bill in support 
of the war expenditures. 

Fourth, this country has an income 
of some 100 billion dollars a year. It 
is alleged by competent tax analysts 
that some 70 billions of this income 
pays no direct Federal taxes. The prin- 
cipal reason is that the exemptions and 
minimum allowances permit so large a 
share to be non-taxable. It is therefore 
obvious that some system of taxation 
that will directly apply to approximately 
three-fourths of our national income 
must be a part of any equitable tax 


bill. 
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Fifth, the most economical and 
assured method of realizing such income 
is through a withholding tax, or a sales 
tax, or both. We need such provision 
in this bill now—not next year. 

Sixth, in writing any tax bill the 
rates of Federal taxation must not be 
so high as to amount to confiscation. 
Business does not desire to make money 
out of the war, but it does feel it essen- 
tial that no law is enacted that plunges 
it into bankruptcy through taxation or 
cripples it so that recovery in normal 
times is impossible without complete 
amputation of management. 

Seventh, whether or not the specific 
Ruml plan is the answer, the need for 
a current discharge of current tax debt 
is imperative. Without this type of 
program of tax liquidation, business 
and individuals are left in confusion and 
practically give to the government a 
blank check. It may have been less im- 
portant in a peacetime tax bill with its 
lower rates. In a wartime bill it is im- 
perative. 

Eighth, while taxes must be levied 
where the income is to be found, there 
is no reason why the meek and unor- 
ganized or the patriotic and inarticulate 
should be carrying more than their share 
of the load. The middle man can 
eventually have his patience tried to the 
breaking point. 

Any delay of a sound tax bill due to 
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political expediency or class favoritism 
or blind intolerance to an alternate plan 
of taxation merely because it is new, is 
a definite hindrance to the war effort, 
far beyond the amount of taxes in- 
volved, because it keeps the minds of 





men and women so absorbed in trying 
to analyze what taxes may be in store 
that the reserve energy so essential to 
a successful prosecution of the war is 
channeled away through indecision and 
uneasiness.—From a recent release. 





BANKING FOR THE DURATION 
By E. L. Pearce 


Executive Vice-President, Union National Bank, Marquette, Mich. 


HE war job of banks will be to 

finance industry and business by 

direct loans, to finance the govern- 
ment by investments in U. S. Bonds, to 
encourage the sale of War Bonds and 
to handle an increased volume of de- 
posits and deposit activity at steadily 
rising costs. While doing this the prin- 
cipal objective of the bank will be to 
protect the principal of its depositors 
and stockholders’ investment by every 
means within its reach and defend the 
capital investment and its dividend re- 
turn under the present very disturbing 
and complicated conditions. 

Today bankers are obligated to each 
other to be mutually helpful. Personal 
feelings, prejudices, little competitive 
differences must be completely ignored 
and forgotten. The biggest bank can 
learn something from the smallest. 
There is no monopoly on brains and 
ideas. 

Loans and discounts in the non- 
defense areas are dwindling rapidly and 
the banker must necessarily be on the 
alert if he expects to hold these earn- 
ing assets anywhere near their present 
levels. Many bankers couldn’t see FHA 
No. 2 loans because they required so 
much red tape. Yet there are bankers 
all over the country who today are 
mighty grateful that they took the time 
required and encouraged this type of 
loan. There are many other loan serv- 
ices which when properly and consis- 
tently covered will produce real earn- 
ings. The best and real dividend payer 
for a bank, however, is intelligent, 


trained, efficient and capable manpower. 
And in these days that includes women, 
too, in a very conspicuous way. 

To preserve the chartered banking 
system we must continue to carry the 
flag for independence in banking and 
local responsibility for the management 
of local financial resources as a matter 
of basic policy, for we believe that the 
path of centralization of power is away 
from Americanism and _ democracy 
whether it is in political or financial 
fields. 

These are war times. Bankers of the 
United States vield to no one in their 
love of country and patriotic fervor. 
What it takes from American bankers 
to win this war, American bankers will 
give and give willingly. 

With the economy which is to be 
established in the peace which will 
surely come, American bankers will 
look forward to the continuation of the 
chartered independent banking system. 
With it we shall have no concern for 
banking’s future if the economy has re- 
stored initiative and private enterprise. 
This—the American way—is our assur- 
ance of — Freedom — Justice — Oppor- 
tunity—From an address to the Wis- 
consin State Chapter, A. I. B. 


© 


Under an employe suggestion plan now in 
operation in all General Motors plants @ 
worker can earn as much as $1,000 defense 
bond for an idea that increases production on 
his own job, improves quality, saves material, 
reduces waste or improves working conditions. 
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Advertising and 
Public Relations 


Digests of Recent Ideas, Campaigns, 
Advertisements, etc. 











‘‘Fighting Dollars’’ 


Under the above head the State- 
Planters Bank and Trust Company, 
Richmond, Va., recently ran a news- 
paper ad explaining how its resources 
are being converted into “fighting dol- 
iars” to further the war effort. Text 
reads: 

“From March 31, 1941, to June 30, 
1942. State-Planters sent more than 2614 
millions of fighting dollars off to the 
armed forces in the form of loans for 
war production. This is approximately 
$410.000 every week since our war 
effort seriously got under way. Illus- 
trated are some of the things those fight- 
ing dollars produced for our boys in 
the Army and Navy. 

“State-Planters has millions of addi- 
tional dollars waiting and anxious to 
enlist in the service of Uncle Sam. If 
you are a manufacturer, distributor, 
contractor. or sub-contractor and you 
need credit to finance a war production 
contract. discuss your requirements with 
us. You will find here, in addition to 
moderate rates, a sincere desire to 
further your best interersts and to speed 
the war effort.” 


“and They Didn’t Know Me 
from Adam!’’ 


This is the striking head used in a 
recent newspaper ad by the Morris Plan 
Bank. Knoxville, Tenn., which is illus- 
trated with a drawing of a smiling work- 
man. Text, written in the first person 
reads: 
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‘Yes sir. I can easily remember the 
first time I went to Morris Plan Bank. 

“It was the time my wife had to have 
the emergency operation and treatments. 
Well, I didn’t have a penny saved up to 
pay for it, but I'd always heard my 
friends say that when you needed money, 
Morris Plan Bank was the place to go. 

“Well, to make a long story short, I 
went to the bank and saw Mr. Kennedy. 
Needless to say, I got the money, but 
the thing that surprised me most was 
the grand way I was treated . . . and 
that was the first time I ever stepped 
foot inside Morris Plan Bank! 

“Thanks to that experience, I learned 
a lesson, so now, I'm a steady visitor to 
the bank. Everv pay day, my little sav- 
ings- book and | take a trip to “my 
bank,” the bank for the “little fellow,” 
Morris Plan Bank!” 


Federal Reserve Picture Book 


How to explain to the public. and 
especially to the high school pupil, just 
what the Federal Reserve System is and 
what it does has long been a public rela- 
tions problem. For some time First 
Vice-President Oliver Powell of the 
Federal Reserve Bank of Minneapolis 
has been working on an educational 
picture book that would do this job 
simply and effectively. The book is now 
out and the results are most effective. 

It consists mostly of pictures with ex- 
planatory text. Size is 9°4 x 12%4. The 
following sub headings will give an idea 
of how it tells its story: What is Money? 
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“EYE-CATCHERS” 


These bank ad heads caught our 
eye and made us read the ad. How 
about you? 


For All We Are and All We 
Hope to Be Buy United States 
War Savings Bonds 
—Members 
House 


Ga. 


Memphis 


Association, 


Clearing 


Memphis, 


With Added Capital Could You 
Increase Production? Convert 
Your Present Plant? 


—Security Trust Company, Ro- 
chester, N..Y. 


Home Improvement Loans to 
Conserve Fuel 


—First National Bank, Oshkosh, 
Wis. 


Don’t Be an Intestator! 
—The Royal Trust 


Company, 
Montreal, Canada. 


I Like to Stand On My Own 

Two Feet 

—The Troy Savings Bank, Troy, 
nT. 


How Does Money Get Around? How 
do you get Your Money? Where Does 
New Currency Come from? Where 
Does Old Currency Go? Why will 
Money Buy Things? How Can so Little 
Cash Finance so Much Business? Your 
Money and Your Bank. Your Money 
and the Federal Reserve System. What 
the Federal Reserve System is. A Safe, 
Efficient System of Handling Money. 
A Fortified Storehouse for Money and 
Securities. How Federal Reserve Banks 
Serve Your Bank. How Federal Re- 
serve Banks Serve Your Government. 
How Federal Reserve Banks Serve Busi- 
ness and Industry. How Federal Re- 
serve Banks Serve Agriculture. The 
Federal Reserve System as a Stabiliz- 
ing Fore. 
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Cambridge Industries 


The folders on Cambridge industries 
for which Treasurer Arthur Wright of 
the Harvard Trust Company, Cam- 
bridge, Mass., is responsible are becom- 
ing nationally famous. It is reassuring 
to note that Mr. Wright is a prophet 
“not without honor in his own country.” 
Witness the following editorial from the 
Cambridge Chronicle: 

“A three word report ‘Wright 
Wrought Well” summarizes our reaction 
to the new series of booklets on indus- 
trial Cambridge which are sponsored by 
the Harvard Trust Company. Treasurer 
Arthur Wright, of the bank, who pre- 
pared the booklets has already received 
many letters and telephone calls of con- 
gratulation from prominent persons to 
whom advance copies were sent, prov- 
ing that we are not alone in our admira- 
tion of these unique colored booklets. 

“As Arthur P. Morley once pointed 
out, Cambridge is really America’s un- 
known city as far as its industrial 
accomplishments are concerned. Most 
people still think of us as a sleepy col- 
lege town, knee deep in cobwebs and 
tradition. However, the Harvard Trust 
booklets—each of which tells the story 
of an outstanding industry here—show 
that we have acres of industrial dia- 
monds right in our own backyard. The 
booklets should help Cambridge people 
to become better acquainted with a 
fascinating part of our community life, 
and should aid outsiders in realizing 
that although we lead the world in edu- 
cation, we are right up at the top of the 
league in industry too.” 


Don’t Wait Till March 15 


A recent advertisement of California 
Bank, Los Angeles, Calif., contains a 
timely reminder that March 15 and a 
new tax bill is approaching and now is 
the time to start to prepare for it. Text 
reads: 

“Don’t wait till March 15—start a 
tax savings account now. The boys in 
uniform depend on you and me to buy 
War Savings Bonds every payday and 
to pay our taxes promptly when Uncle 
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Sam presents his bill next March... 
to keep ‘em flying, and fighting and 
winning! So start a savings account 
NOW and make deposits regularly. This 
is the easy way, the sure way, the 
patriotic way. To help you save, ask 
for a Pocket Savings Guide at any Cali- 
fornia Bank office. And another thing: 
To save tires and gas, as well as time 
and energy, start a checking account, 
too (small accounts invited) ; then you 
can pay your bills by check and do your 
banking by mail.” 


“Victory Topics’’ 


To keep in touch with its employes 
who are now in the armed service the 
Chicago Title & Trust Company has 
started the publication, every two weeks, 
of a special house organ called “Victory 
Topics.” It publishes news items, pic- 
tures, letters, etc., of various members 
of the staff who are on military duty in 
various parts of the world. It has been 
published since last April. 

P. P. Pullen, the bank’s new business 
officer, says that it is mailed regularly 
to the 132 former employes now in 
service and to their next of kin at home. 
It is also distributed to the 1,200 em- 
ployes of the company. 


“Time to Change the Guard’’ 


Under the above head the Equit- 
able Trust Company, Wilmington, Del., 
points out the continuity of trust service 
in spite of changes in personnel. Text 
reads: 

“Responsibilities change hands rapid- 
ly in wartime. For instance every day, 
more men lock up their desks to accept 
new assignments away from home, for a 
country at war. Among them are indi- 
vidual trustees who will, of necessity, 
relinquish their trust duties. 

“But their work must continue. It 
calls for unquestioned financial respon- 
sibility, the “know how” that develops 
only with long experience, and full time 
availability under any and all condi- 
tions. 
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“Fortunately trust companies like the 
Equitable are equipped in each of these 
respects to take on the work these men 
leave behind. For, while trust com- 
panies have felt and will continue to feel 
the war’s drain on manpower, they have 
steadily been building replacements in 
personnel to cover every responsible 
position. 

“Seasoned Equitable executives have 
the benefit, in training “replacements,” 
of such facilities as our library and files 
on tax, investment and trust matters—in 
addition to a system which has been 
refined and developed over a period of 
more than half a century. 

“Neither prophets nor seers—laying 
no claims to infallibility—this special- 
ized group will welcome an opportunity 
to talk over, with you and your attor- 
ney, the estate problems that now cou- 
front you.” 


58 Week Campaigu 


For the past fifty-eight weeks the 
Citizens and Southern National Bank, 
Atlanta, Ga., has been running a con- 
tinuous campaign which has proven to 
be the most effective in the bank’s his- 
tory. It consists of a series of editorials 
first on behalf of defense and later of 
all-out war. Each week this campaign 
appears in sixteen newspapers in 
Georgia and South Carolina. Each sep- 
arate ad consists of an editorial discus- 
sion of some phase of the war effort 
such as saving rubber, morale, inflation, 
rationing, buying bonds, saving for 
taxes, etc., etc. 

Lewis F. Gordon, assistant vice-presi- 
dent, says that the bank has received 
hundreds of letters from all over the 
country. The messages contained in the 
campaign have been reprinted in house 
organs and employe magazines. They 
have been used as messages on bulletin 
boards in war production plants. A 
railroad requested 8,500 reprints of one 
of the messages. Banks in various parts 
of the country have written asking per- 
mission to reproduce them. 
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BRIEFS 


Items of Interest from Many Sources— 
Condensed for Quick Reading 


New A. B. A. Officers 


The traditional succession of officers 
of the American Bankers Association 
was continued last month at the meet- 
ing of the A. B. A. Executive Council 
in New York, with the elevation of W. 
L. Hemingway of St. Louis from the 
first vice-presidency to the presidency 
of the Association, the advancement of 
A. L. M. Wiggins of Hartsville, South 
Carolina, to first vice-president, and the 
similar advancement of the vice-presi- 
dents of the Association’s five divi- 
sions. Mr. Hemingway, who is presi- 


Greystone Studios, Inc. 
H. W. KOENEKE 
Retiring president, A. B. A. and 
president Security Bank of Ponca 
City, Okla. 


dent of the Mercantile-Commerce Bank 
and Trust Company in St. Louis, Mis- 
souri, was elected second vice-president 
of the A. B. A. in September 1940, and 
first vice-president in September 1941. 
Mr. Wiggins, who is president of the 
Bank of Hartsville, was elected second 
vice-president a year ago. In addition, 
the council re-elected William F. Au- 
gustine, vice-president of the National 
Shawmut Bank, Boston, Massachusetts, 
for second term of treasurer. 

Mr. Hemingway succeeds Henry W. 
Koeneke, president of the Security Bank 


Greystone-Stoller Corp. 
W. I. HEMINWAY 
New president of the A. B. A. and 
president, Mercantile-Commerce Bank 
& Trust Company, St. Louis. 
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of Ponca City, Oklahoma, who served 
the Association as president during the 
ast year. 

S. A. Phillips, vice-president of the 
First National Bank, Louisville, Ken- 
tucky, becomes president of the Na- 
tional Bank Division, to socceed W. C. 
Bowman, president of the First Na- 
tional Bank, Montgomery, Alabama. 

W. W. Slocum, president of the 
United Savings Bank, Detroit, Michi- 
gan, becomes president of the Savings 
Division, succeeding Stuart C. Frazier, 
executive vice-president of the Washing- 
ton Mutual Savings Bank of Seattle. 

Frank P. Powers, president of the 
Kanabec State Bank, Mora, Minnesota, 
succeeds James H. Penick, president of 
the W. B. Worthen Company, Bankers, 
Little Rock, Arkansas, as president of 
the State Bank Division. 

Louis S. Headley, vice-president of 
the First Trust Company of Saint Paul, 
State Bank, Saint Paul, Minnesota, be- 
comes president of the Trust Division, 
in succession to Richard G. Stockton, 
vice-president and senior trust officer of 
the Wachovia Bank and Trust Company, 
Winston-Salem, North Carolina. 


Fred M. Bowman, secretary of the 
Kansas Bankers Association, Topeka, 
Kansas, succeeds William Duncan Jr., 
secretary of the Minnesota Bankers As- 
sociation, Minneapolis, as president of 
the State Secretaries Section. 


The succession of the new officers was 
made possible by the action of the re- 
tiring officers themselves. Except for 
the office of treasurer, the constitution 
of the Association makes no provision 
for elections except at conventions, but 
it does provide for the succession in the 
event that the presidency becomes va- 
cant. Cancellation of the A. B. A. con- 
vention at the request of the Office of 
Defense Transportation had the effect 
of freezing the present administration 
in office. Recognizing this, Mr. Koeneke 
and the five division presidents tendered 
their resignations to the Association’s 
Administrative Committee in order that 
the tradition of one year terms might 
be preserved. Acting affirmatively on 
their suggestion, the Administrative 
Committee recommended the acceptance 
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of their resignations to the council in 
the following statement: 

“The constitution of the Association 
places sole power for the election of 
officers in the convention. In the in- 
ability to hold a convention the guid- 
ing principle should be the fullfillment 
as nearly as possible of the last ex- 
pressed intention of the convention. It 
has been the will of the Association ex- 
pressed in repeated convention action 
that a succession to office be continued 
through vice-presidents. It would ap- 
pear that the will of the convention 
would be carried out by maintaining 
this succession. The committee there- 
fore expresses the opinion that the gra- 
cious suggestion of the president of the 
Association and the presidents of the 
divisions to resign, making way for the 
assumption of office by the vice presi- 
dents would best fulfill this purpose.” 


Philadelphia National Bank 
Statement 


The statement of the Philadelphia Na- 
tional Bank Philadelphia, Penn., for 
September 30, 1942, was made public 
recently. The deposits were $619,603,- 
077.09; total resources were $675,268.- 
196.73; cash and due from banks 
amounted to $193.155,800.36; U. S. 
Government securities came to $330.- 
891.777,52 and loans and discounts to 
$85,684,084.25. Capital stock was $14.- 
000,000 and -surplus and net profits 
came to $33,185,464.19. 


Chase National Statement 


The statement of the Chase National 
Bank for September 30, 1942, was 
made public recently. The deposits of 
the bank on that date were $3,628,466,- 
000, which is a figure slightly above 
the maximum previously reported by 
the bank and compares with $3,595.- 
451,000 on June 30, 1942, and $3,587.- 
562,000 on September 30, 1941. 

Total resources amounted to $3,899,- 
956,000 compared with $3.869.464,000 
on June 30, 1942 and $3.856.799,000 
on September 30, 1941; cash in the 
bank’s vaults and on deposit with the 
Federal Reserve Bank and other banks, 
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$945,679,000, compared with $1,137,- 
399,000 and $1,328,312,000 on the re- 
spective dates; investments in United 
States Government securities, $1,796,- 
736,000 compared with $1,573,405,000 
and $1,339,079,000; loans and dis- 
counts, $808,540,000 compared with 
$822,753,000 and $773,036,000. 

On September 30, 1942, the capital 
of the bank was $100,270,000 and the 
surplus $100,270,000, both amounts 
unchanged. The undivided profits ac- 
count on September 30, 1942, amount- 
ed to $44,109,000 compared with $40,- 
800,000 on June 30, 1942 and $40,441,- 
000 on September 30, 1941. 

Earnings of the bank for the third 
quarter of 1942, after increased allow- 
ance for taxes, amounted to 45 cents 
per share, compared with 44 cents a 
share in the third quarter of 1941. 


Boatmen’s Reached Ninety-Fifth 
Year 


October 18 will mark the ninety-fifth 
anniversary of the founding of Boat- 
men’s National Bank, Saint Louis, Mo., 
the oldest bank west of the Mississippi. 
Since the staff is engaged in the sale of 
War Bonds and in many other duties 
occasioned by the war, there will be no 
celebration or special display. 


Consumer Instalment Cash Loans 


Total receivables of industrial banks, 
personal finance companies, and credit 
unions declined during August at a 
more rapid rate than in the past sev- 
eral months. Loan balances of these 
agencies decreased $30,000,000 in the 
current month bringing outstandings at 
the end of August to $871,400,000. This 
represents a reduction of 3.3 per cent in 
receivables in contrast to declines of 
2.7 per cent and 2.4 per cent in July 
and June, respectively. Combined out- 
standings of these credit agencies at the 
end of August were 18 per cent below 
the level of a year ago. 


Bank Employe Suggestions 


Just six years ago, a program for re- 
warding employees for their suggestions 
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was inaugurated by The Morris Plan 
Bank of Virginia. Close to a thousand 
usable suggestions have been received by 
the bank’s management as a result of 
this program. In the past twelve 
months alone, 192 usable suggestions 
have been turned in, and prizes amount- 
ing to $644.00 have been awarded. 


Manufacturers Trust Statement 


The statement of condition of Manu- 
facturers Trust Company, New York, as 
of September 30, 1942 shows deposits of 
$1,112.353,210 and resources of $1,207,- 
153,258. These figures compare with 
deposits of $985,665,790 and resources 
of $1,082,462,811 shown on September 
30, 1941. 

Cash and due from banks listed at 
$334,502,993 as against $354,140,771 a 
vear ago. United States Government 
securities stands at $449,103,424; one 
year ago the total was $340,293,9606. 
Loans and bills purchased amount to 
$305,236,225, which compares with 
$270,305,220 a year ago. 

Preferred stock is shown as $8,599,- 
540, common as $32,998,440, and sur- 
plus and undivided profits as $43,913,- 
049. 

Net operating earnings for the three 
months ending September 30, 1942, 
after amortization, taxes, etc., as well 
as dividends on preferred stock were 
$1,651,071, or $1.00 a share. Of this 
amount, $824,959 was paid in dividends 
on the common stock, and $826,112 was 
credited to undivided profits. 


Woolley Elected Vice-President 
Palm Beach Bank 


It was announced recently that E. S. 
Woolley, certified public accountant, 
bank consultant and analyst was elected 
vice-president and comptroller of the 
First National Bank in Palm Beach, 
Florida. 

Mr. Woolley, having specialized in 
banking operation and methods. is 
widely known in banking circles. Dur- 
ing the past fourteen years he has served 
more than five hundred banks in this 
capacity. Two books on banking sub- 


jects have been published by Mr. Wool- 
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ley, “How to Obtain Bank Costs” and 
“Bank Management Control,” as well 
as numerous articles written for bank- 
ing publications. Mr. Woolley will as- 
sume his duties early in October. 

E. James Knight, local accountant, 
was elected assistant vice-president in 
the trust department of the bank. Mr. 
Knight’s bank training was with the 
Westminster Bank, in London, England, 
when he received a diploma in trust ac- 
counting from the University of Lon- 
don. He is a resident of West Palm 
Beach, formerly employed by Hime & 
Hime, public accountants, and for the 
past several years was in charge of 
the Palm Beach office of the accounting 
firm of Pentland, Purvis, Keller and 
Milton, Miami, before joining the bank 


staff. 


Chase Has 65th Birthday 


September 20 marked the 65th anni- 
versary of the Chase National Bank, 
New York, which was founded in 1877 
by John Thompson, a prominent figure 
in the financial world of that period. It 
was named in honor of Salmon P. 
Chase, Secretary of the Treasury in the 


Cabinet of Abraham Lincoln. 


The first statement of condition pub- 
lished by the bank as of December 27, 
1877, showed deposits of $615,686, 
which compare with $3,595,451,030 on 
June 30, 1942. The bank’s investments 
in United States Government obliga- 
tions when the first statement was issued 
amounted to $125,000, whereas the 
latest published total was $1,573,405,- 
156. Similarly, loans and discounts 
were $652,516 in 1877 compared with 
$822,753, 458 in mid-year of 1942. 

When the Chase National Bank was 
organized in 1877, John Thompson was 
75 years old and his record for financial 
Sagacity was well known. The principal 
interest in the new bank was owned by 
Mr. Thompson and his son, Samuel C. 
Thompson, who became its first presi- 
dent. There were three other original 
stockholders, whereas today the stock 
of the bank is owned by more than 92,- 
000 shareholders. 

For many years prior to the Civil War 
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and for a period thereafter, John 
Thompson published Thompson’s Bank 
Note Reporter, which was a principal 
source of information on the value of 
currency issued by state banks through- 
out the country. Prior to the passage of 
the National Banking Act in 1863, it 
will be remembered, state banks issued 
notes and the value of those notes varied 
according to the soundness of the in- 
dividual banks. This fact made it nec- 
essary for the public to protect itself 
so far as possible by keeping constantly 
informed of current quotations on the 
various notes. 

As Secretary of the Treasury, Salmon 
P. Chase won a long fight to secure 
passage of the National Banking Act, 
which, with some supplementary legis- 
lation passed a few years later, finally 
brought an end to the issuance of cur- 
rency by state banks. Naturally, Secre- 
tary Chase was greatly admired by Mr. 
Thompson, who long had been an ad- 
vocate of a unified currency system. 

When it opened for business on Sep- 
tember 20, 1877, the Chase National 
Bank occupied temporary quarters at 
117 Broadway, but a few months later 
the bank was moved to the first floor of 
the high-stooped, three-story building at 
104 Broadway. Here, according to ac- 
counts written at the time, one might 
see the venerable John Thompson at 
his desk near the door, a quaint figure 
to those who were not familiar with the 
dress and manners of an earlier genera- 
tion. Home knitted woolen stockings 
were freely displayed, the linen was 
immaculate but of the fashion of 1850. 
The collar was of the type known in 
Civil War days as a “dickey.” At 
three o’clock regularly each afternoon 
he started for home, taking the Madison 
Avenue stage which was one of the 
principal methods of transportation up- 
town in that era. 

When the Chase Bank welcomed its 
first depositors, there were four clerks 
on the staff to handle the business. To- 
day, more than 6,000 men and women 
are employed in the Chase organiza- 
tion. During the war period upward of 
700 men from the bank’s staff have en- 
tered the armed services of the United 
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States and their places have been filled 
principally by women. 

The head office is 
bank’s building at Pine and Nassau 
Streets, with the trust department 
housed in the former Equitable Trust 
building at 11-15 Broad Street, also 
owned by Chase. There are thirty-two 
branches in New York City and nine 
branches outside the United States, 
most of them in the Caribbean area. 

Winthrop W. Aldrich is chairman of 
the Board of Directors and H. Donald 
Campbell is president of the bank. In 
view of wartime conditions, no special 
recognition of the anniversary was taken 
by the bank. 


located in the 


More N. Y. Trust Employes in 
Service 


The New York Trust Company, which 
already numbers one of its employees 
among the officers of the Women’s 
Army Auxiliary Corps, announced last 
month that two others of its employees 
have been sworn into the WAVES. Miss 
Mary Armstrong. of the personnel de- 
partment. and Miss Eleanor Fritts, of 
the transfer department, have been ac- 
cepted as officer candidates. 

Miss Armstrong, of New York City, 
is a graduate of Mt. Holyoke College, 
where she was active in extra curricular 
activities. Miss Fritts, whose home is 
Caldwell. New Jersey. is a graduate of 
Elmira College and majored busi- 
ness administration. 

With three of its women and over 
20 per cent of its men already in serv- 
ice, the representation of The New York 
Trust Company with the armed forces 
is assuming substantial proportions. 


Small Denomination War Bonds 


Continued wide distribution of War 
Savings Bonds in August was shown 
by the further increase in the sales of 
the small denominations of Series E 
bonds. The number of the smallest E 
bonds, those with a maturity value of 
$25, sold during the month was 8.- 
528,000. This compares with sales of 
8,268,000 of these bonds during July. 

During August 1,540,000 of the $50 
E bonds were sold; 1,359,000 of the 
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$100 bonds; and 146,000 and 103.000 
respectively of the $500 and $1000 E 
bonds. 

Series E bonds which may be owned 
only by individuals, represented nearly 
two-thirds of the total value of all War 
Savings Bonds sold during August. 
Ownership of E bonds is limited to 
$5000 (maturity value) purchased in 
one calendar year. 


National Bank of Detroit Leads 


The National Bank of Detroit has 
been notified that it has sold more De- 
fense and War Bonds and Stamps than 
any other bank in the country. 


Diebold Awarded Army-Navy ‘‘E”’ 
The Army-Navy “E” Award for out- 


standing performance in the production 
of war material was presented to 
the Diebold Safe and Lock Company 
of Canton, Ohio, on August 31, 1942. 
The presentation was made by Major 
Harry P. Croft, Chief, Industrial Serv- 
ice Division, Cleveland Ordnance Dis- 
trict. DIEBOLD is the first plant in 
the Canton Area to receive this high 
honor. 


J. Joseph May 


The election of J. Joseph May as a 
vice-president of The Morris Plan Bank 
of Virginia, effective October 5, was an- 
nounced recently by Thomas C. 
Boushall, president. Mr. May is now 
vice president and treasurer of The 
Richmond Corporation, investment se- 
curities dealers, and secretary-treasurer 
of the Richmond Stock Exchange. 


Convention Dates 


Owing to war conditions, conventions are 
subject to change and cancellation. 


STATE AND REGIONAL 


October 21-22—Savings Banks Association 
of Massachusetts, Hotel Statler, Boston. 


October 25-27—Iowa Bankers Association, 
Hotel Fort De Moines, Des Moines. 


October 27-28—New York Savings Banks 
Association, Waldorf-Astoria, New York. 


November 11-12—Nebraska Bankers Ass0- 
ciation, Hotel Fontanelle, Omaha. 
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